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EXECUTIVE SUMMARY

U.S. ABGENCY FOR INTERNAT I ONAL DEVELOPMENT
' Philippines

Evaluation of the

SMALL AND MEDIUM ENTERPRISE DEVELOPMENT (SMED) PROJECT
July 21, 1984 :

I. GWERALL PURFOSE OF THE FRQJECT

The purpose of the SMED project is to institutionalize a
process of accelerating the growth of labor intencive smal) and
medium enterprises (SMEe) cutside of Metrg Marmila. The proce=ss
te ke institutionalized i< one where:

) SMEs will pe using increased extension services from
Frivate cector scurces to increase thejr productivity.
and efficiency; ‘

2) GOP will hawe taken active steps towards increasing the
private zector’s role in providing direct extencian
services for SME<; _ . ' '

3 BOP will have an effective and self-sustaining pragram
aof policy research, analvsis and %ormulation,.and

4> .there will be an active ongaing polic» dialogue between
the public and private sectors. on the SME iscues,

Several conztraints which inhibit the growth of 1aber
intensive SMEs hawve been identified, the major ones being the
passive attitudes of SMEs to change and their lack of sKills to
Ma&nage resources, weak infrastructure Support, weak induztry
expertisce of government and private extensicn service, and
constraints dye to government policy and regulations,



The project addreaseé these constraints by the following:

1 by developing and improving the capacity of private
sector inztitutions to directly provide and act as
conduits for the provision of extension services to

SME<s;

2> by develaping the capacity of GOP to obtain better
information on SMEs and to engage in effective policy
dialogue with the private zector an iccues affecting
SMEs; and

cH) by.develaping in PVUOs an increased capacity to ascist
micro enterprises located outside Metro Manila through
credit programs, marketing assistance and management
trzining.

Ta carry these out, the project had thrée main components:

13 institutional development component, which would
consist of extension services and demoncstration
activities carrizd cut jointly by SMED and private
sector groups such as PCCI. This was expected to
increase the capability of private sector groups to
provide services to SMEg;

y-)) employment and enterprise policy research, consisting
of research on 3MEs and policies affecting SMEs,
dissemination of the research finding, and training of
GOP staff; and

cro-enterprise develaopment component, cancisting of
sistance to PVUOs. ‘

This project is related to USAID’s overall Country
Devel opment Strategy Statement which identifies increased
productive employment as its cuerall goal. Some cpecific
strategies in the CDSS for achieving this are directly related to
SMED praject, namely, i) the creation of maore jobs in the rurxl
area (both farm and non—-farm), and (2) promoticn of higher
praoductivity among those already employed.

\



I1. PURFPOSE OF THE EVALUATION AND METHQDOLQGY USED

Thiz midterm evaluation was specified in the ariginal
project agreement between MTI and ALD. '

The principa)l methodology uzed in the evaluation were:

1)

2

an examination of the ecancmiec and political caontext
during project design through project implementation,
and '

interviews and field visits, supplemented by & reuiew'
cf the relevant documents, in the S SMED regions and in
Metro Manila

MAJOR FINDING AND CONCLUSIONS

13

0)
v

4

the unfavorable ecomomic and political enviroriment was
& major constraint to project implementation,
#specially the resulting budgetary conctraints on GOP.

While associations can be effective conduits for
services to SMEz, the choice of the cauntry’s poorer.
regions (where theze associations were necessarily
weakest) as the areas in which to test this hypothesis
resulted in slower project implementation.

Strengthening asscciations to be effective conduits to
SMEs and to be providers of services to SMEs is a long-
term propasition; providing firm-cpecific technical znd
marketing assistance may be more successful in
increasing the demand for externsion services in the
short-term,

The'decfaion not to do research and'baseline analyeis,
and the lack of clearly defined policizs and criteria
for demcnstration projects undermined the project’s

. implementation.

P



IV,

RECOMMENDAT I ONS

17

45

)

support & redesigned Phase Il of the SMED project with
reduced funding;

re-focus the project, to concentrate on = limited

number of activities with clear linKages to project
obiectives., Retain the existing regions. Projects
initiated must achieve demonstrable success prior to
extensive entry to other regions; adjust the criteria
for. geographic extension possibly to include the more
growth oriented regions outeide Metra Manila. Regarding
the sectoral focus, there should be more flexibility in
the choice of sectars depending on regional resources;

incorporate in MTI & contractor who will train, assist,
and support staff invalved in project development and
monitoring systems;

pravide more suppaort to projects already initiated by °
technical assistance, for example inm training
methodologies far SBls, as well as by research;

integrate the domestic market development and technical
dssistance efforts into the overal] framework of the
institutional development component so that they are
mare supportive of aszociation development;

2zparate the micro-enterprise component from the SMED
Project either as & completely different program to be
implemented by & national PVY0 and or increase support
to the co-financing program of USAID;

convert project funds to arant rather than )oan and
§sess management implications.

iu



I . INTRODUCTION

The Small! and Medium Enterprice Development (SMED) Project
has its arigin in a study on the constraints and epportunities of
rural enterprices in the Bicael, Central Visavan and Eastern
Visayan regions, carried ocut by a Philippine consulting firm in
1988. This review initiated the two year praocese of SMED’s
project planning and design.

The SMED project found ite principal theoretical basis in a
1982 paper by a USAID consul tant, Harvey Wallender, entitled
"Technology Transfer and Management Issues for New Enterprises.”
Wallender establishes & model of the process of a firm’s decision
makKing. In essence, a firm must be able to identify possible
alternatives in order to corceive of the gap between what the
firm is doing and what it can do. For example, it is difficult
for a small handicrafts firm in Legaspi to conceive of what the
Manila market wil) Buy, to say nothing of the U.S., or European
market, :

As Wallender states in his paper:

"0f special concern js the lack of demand
generating programs that could stimulate firms to
more vigorously eéngage in technology change, -and
exploit available technology ard management
assistance programs. To provide more vigorous
demand oriented programs, efforts must be made to
involve more industry and firm specific manpower,
infarmation, tools and techniques. Thece resources
will help reduce perceptions of risk and help firms
to clarify their opportunijities and needs ...

Strong efforts need to be made to enhance private
and public networKs that link firme, regions, and
cities., These networks are essential for the
normal exchange of infarmation, concepts and other
experiences," (Wallender, H., "Technology Trancfer
and Management [esues", 1982, p. 1)

This concern for increasing the demand generating capacity
in the small and medium entrepreneur is the basis for the SMED
approach of using industry associations as the primary conduijts
for the provision of technical services to small and medium
enterprises, '



In 1983, the Ministry of Trade and Industry (MTI)in
collaboration with the U.S. Agency for, International Development
(AID) initiated the Smal) and Medium Enterprise Development
Project. This project is financed with $15 million from &ID
($132.53 million in loan funds and $1.35 million in grant funds) and
€3 million in Government of the Philippines counterpart funding
as well as an estimated $10.2 million in counterpart funds from
the private sector. The loan portion ie repayable in forty vears
with an interest rate of 2% for the first ten years and 3
thereafter,

From its inception, thiz project was to be implemented on &
“rolling design* basis, in which the specifics of the design of
the actual subpraoject activities would be determined as the
project progressed. Giwen the fluidity of the design, the
project was to be undertaken in two phases: the first, with a
concentration on institutional development and the second, with a
greater emphasis on the provicsion of services.

From 1983 to mid-198¢6, $474,873 in AID funds for the SMED
project hawve been committed. (Pleaze refer to Fppendix 1, for
the specifics of project authorizations and disbursments.) In
effect, a very limited proportion of project funds have been
released, '

A preconditicn for the release of funds for Fhase Il in 1787
was a mid-term evaluation. This evaluation was carried out ovepr
& five-weekK period in Jurne and July 19848, 1t was anticipated
that the evaluation team would include three professicnals and a
research assistant., AID funding constraints reduced the team to
two professionals and a research assistant, (Pleasze refer to
Appendix Mo.8 for the Scope of WorkK of the Evaluation). OQuer
this period, interviews were carried out with AID Washirngton
staff, with cancerned parties in Manila and in all five
subproject regions.,

This evaluation of the SMED project could not have taken
place without the very genercus and valuable zupport of the SMED
and AID staf¥, particularly Ms, Zaila Pedro, Mr. Mike Hauben, Ms.
Amy Rosete, among many, many cthers. In addition, [ would like
te take thieg opportunity to thanmk Mitchell Katz, a USAID Intern,
for his research assistance..

V)



Il ECONGMIC AND POLITICAL CONTEXT

An evaluaticon of the SMED project is only possible within
the context of the ecoromic and palitical envirorment during the
period in which the project was beinu designed through the pericod
of implementation.

When the project was designed in 1982, the structupral
problems of the Philippine economy ware only beginning to be
recognized., After experiencing an average annual growth of 4.2%
(GNP, real terms) in the second ha'f of the 19787s, GNP growth in
the Philippines decelerated to 2.24% per annum in 1?80-82, .

The deterioration in economic conditions was due to both
external and internal problems. Following the secaond oil crisis
of 197%, oil prices increased while primary commodity prices
declined, mainly because of the recession in the developed
economies. The result was a deterioration in the country’s terms
of trade. The Government response was to resort to external ,
borro&ing to finance the increasing expenditures. About half of
the country’s external debt was contracted after 1979, The
increase in external indebtedness, compounded by high interest
rates in the world financial marKets, accelerated the
deterioration of the country’s financial conditions.

Nevertheless, with the expansion of the public sector as the
main wvehicle for stimulating economic activity, and the
maintenance cn an increasingly over-valued peso, positive if
decelerating growth rates were maintained, and inflation was Kept
down. Although the country’s financial marKets were shaken in
early 198! when a prominent businessmen fled the country with
major debts, quick action by authorities kept interest rates arnd
credit availability in control,

The SMED agreement was signed on August 25, 1983, anly four
days after the assasination of former Senator Benigno 5. Aquino
as he returned to the Philippines from exile in the United
States. Thic ewvent subsequently proved to be the watershed in
terms of precipitating an economic and political crisis that was

to eventually bring about the fall of the Marcos gavernment.

Capital flight in the wake of the sudden change in the
political situation resulted in massive foreign exchange deficits
that could not be offcet by a drawing-down of international
reserves. Credit lines from foreign barks were reduced -and in
October {783 the government was forced to ceek a moratorium on
external debt payments and begin negotiations for a debt
restructuring.

0)



The rescheduling was not finalized until December. 1984. In
the meantime, the immediate result of the debt moratorium was &a
drying up of normal trade credits. The peso was also devalued by
almost 358%. As a result the real value of imports fell by 1&% in
1984 and by a further 23% in 1985. In an economy highly
dependent on imported capital equipment and raw materials, the
effect, especially on manufacturing activity, was severe. For
the first time in four decades there was a decline in real GNP
(by 6.8%4 in 1984 and 3.8% in 1983). Inflation also rose to
record levels. Per capita real GNP shrank by neaily 15% since
1983 (a set-back of about 18 years). Financial markets were
cshaken and credit sources dried up as interest rates rose to as
high as 48% for corporate borrowers. The government came under
severe DpudqQetary constraints both as a result of the shrinking of
its revenue base and as part of the IMF stabilization package
which included ceilings on government budgetary deficits,
external debt levels, and credit expansion.

. The worsening economic and financial conditions were further
complicated by the political environment. Widespread political
demonstrations, elections for the Batasan (parliament) in May
1984, the deteriorating health of President Marcos, the
commission investigating the Aquino assasination, all contributed
to rising political uncertainties. The result was a decline in
business confidence and the departure of many» multinational
corporations and foreign investors. In 1984 and 1985, agross
domestic capital formation declined by 3&% and 214, respectively.

The situation continued to deteriorate, coming to a head in
the last months of 1985 when President Marcos called a snap
election that was held in February 1986. This set in motion a
train of events that eventually culminated in the four-day
revolution and the departure of President Marcos at the end of
February 1984&.

The inctallation of a new government brought along a new set
of dislocations with a major reshuffle of Qovernment personnel as
well as economic policies. Mr, Jose Concepcion became Minister
for Trade and Industry in March 1986, a new deputy minister for
small businecss and domestic trade was appointed in early July
1986, and the antire ministrr is undergoing a major
reorganization.

Hence, while the design of the SMED project presuppoced a
reasonably <table business, economic and political environment,
this was not the case during the entire implementation period of
the project up to the cvaluation in mid-198&4., The economic and
political problems of the past 2 1/2 years affected both the
ability of the SMED office to implement the project as well as
the ability of the private sector, especially small and medium
enterprises (SMEs), to respond to various programs.
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SELECTED PHILIPPINE ECONOMIC INDICATORS

Income and Expendi ture
(Revised April 1%8¢)
(P mil at constant 1972 prices)

1. GNP
2. GDP

a. by Industrial crigin
Agri/Fishery/Forestry
Industry
Services

b. by Expenditure Shares
Personal Consumption Exp.
Govt. Current Expendi ture
Gross Capital Formation
Exports ’

Imports

3. GNP per capita (P)

Prices

Interest Rates
Manila Reference Rate, 99 days

Exchange Rate (P/uss, Jan.-Dec,
average)

Consumer Price Index (all jtems)
(1978 = 168)

a) Philippines

b) Metro Manila

€) Qutside Metro Manila

Wholesale Price Index

" (Metrd Maniia)

(1978 = 1¢8)

98,568
99,831

25,465

35,9168

37,458

63,329

8,978
26,744
18,770
18,9084

1,943

173.2
176.2
172.6

176.3

$8,81%
99,928

24,845
35,955
39,120

65,348

8,458
24,923
19,262
21,746

1,895

15.183

11,113

198.5
195.3
189.6

91.%31
94,214

25,409
32,159
36,446

65,833

8,255
15,851
20,846

18,175

1,723

24,251

16.6%9

286.4
291.5
285.4

346.5

Source: National Economic and Development Authority (NEDA)

88,432
28,449

26,010
28,888
35,579

§6,162

8,285
12,5645
19,3251
13,995

1,618

21.268

18.8087

352.6
351.9
352.7

489.3



III MAJOR HYPOTHESIS AND RELATIONSHIP
BETWEEN PRINCIPAL INPUTS, OUTPUTS AND PURPOSE

The ultimate goal of the SMED project is to enhance the
growth of labor~intensive SMEs. The hypothesis is that SME
growth outside Metro Manila can be accelerated and sustained by
(1) improving information flow and assistance, and (2) improving
policy and the institutional environment in which rurasl SMEs
operate, It is assumed that growth in SMEs will in fact increase
productive employment in the targetted areas outside Manila.

This hypothezis was to be tested within the framework of
private sector institutions. Hence the immediate objective of
the SMED project was to be a catalyst in increasing the
capability of private sector institutions to carry out the tack
of assisting in the growth of SMEs. Therefore the project paper
Saw private sector institutions as being the chief source of
assistance and conduit through which assistance is provided, as
well as the focus and principal beneficiary of the project.
Implicit in this decision is the hypothesis is that these
services can and should be carrijed out by private sector
institutions, thereby (1) minimizing the burden on the public
sector and (2) ensuring efficiency and sustainability,

The decision was also made to carry out the experiment in
the poorer regions of the country, thereby addressing concerns of
AID’s Country Development Strategy Statement (CDSSY, and within
those regions, to choose industries with the best arcwth
potential and employment generation prospects,

The measure of success is that when the project is
completed, a process will have been institutionalized which is
characterized by the following:

L, labor intensive SMEs will be using increased extension
services from private sector sources to increase their
productivity and efficiency,

2. the Government of the Philippines (GOP) will have taken
active steps towards increasing the private sector’s role in
the provision of direct extension services targetted for
SMEs,

3. the GOP will have an even more effective and self-sustaining °
program of policy research, analysis and formulation, and



4

q. there will be an actjve on-going policy dialogue between the
" public and private sectors on SME issues leading to a much
greater role for the private sector in helping to attain the
goal of increased productive emplorment,

In evaluating the SMED project at this mid-point, it is
important to bear in mind various factors which constrain both
the ability of the agovernment and the private sector ta carry out

their asczigned tasks, as well as the ability of SMEs to respond
to project inputs. The paper by Harvey Wallender cited earliepr
gives certain major constraints/factors which affect the ability

of SMEs to respond to change agents. These should be considered
in designing project activities:

1. weakK industry expertise of GOP extension service

2. inactive SMEs, passive attitude of SMEs

3. weak regional technical infrastructure

4, little extension outreach outside Manila of existing
business and professional associations .

" 3. lack of basic planning and marKeting skills in SMEs

é, lack of basic financial control and administrative skills '
within SMEs - .
passive attitude regarding risk taking .
excessive regulatory requirements of the government
weakness of gerneral technical information channels and sources

2 poor access of regional SMEs to technical inputs, critical

- 0 0N

rew materials and equipment, special incentives,

Therefore, for a project on SMEs to be éf%ective, it must
provide a mix of services to deal with these bacsic needs and
contraints in SMEs and in the system. Under the SMED Project,
these services will be delivered through ascociations and other
institutions, thus strengthening these institutions as effective
channels to SMEs. 1In addition, and of equal importance, is the
generation of a need or desire on the part of SMEs to avail of
these services. Giwen the passive attitude of SMEs to extencion
services and their resistance to change, this latter function is
an essential part of the praject’s succecss.

The SMED project paper has a means-end schematic (SMED
Project Paper Annexes, "FI1 Technical Analysis"dwhich is useful in
visualizing the relationships of (1) developing the services to
be provided, (2) the need for effective channels, and ¢(3) the
ultimate benefits to the SMEs. It identifies certain distinct
tacske that have to be perfarmed:

{. the project must uncover the best means to strengthen
di-fferent associations so that they become a major channel
for reaching the firm-



2. along with identifying this channel, SME needs must be
- diagnosed and an appropriate mix of extension services
designed which wil] help relieve the constraints to change

3. these extension services must be such that they result in a
more vigorous demand for change that c»n be related to
available techrnical assistance resources.

Thus the mix of services serves two functions:

i. it strengthens associations and other incstitutions so that
they can be more effective channels to SMEs

2. it provides services needed to improve SMEs,

Project Outputs and Inputs

The project has three planned outputs thch mutually suﬁpdrt
the achievement of the Purpose of the project:

i Private sector institutions, primarily PCCI! and industry and’

g trade associations, will have improved capacity to directly
provide and act as conduits for the provision of extension
services and demonstration activities to SMEs and to
represent SMEs in policy dialogue with the private sector

2. Public sector institutions, primarily MTI, will have
improved capacity to obtain better information on SMEs and
to engage in effective policy dialogue with the private sector

3. Private sector institutions, primarily PV0s, will be hetter
able to assist micro enterprises through credit, marketing
and management training programs.

Corresponding to these three outputs are three project
components: institutional development, employment and enterprise
policy research and micro enterprise development. Their total
estimated coste from al) sources are $24.7 million for
institutional development, $2.1 million for research and $3.4
million for micro enterprise development.



1. Institutional Development Compénént

This component will develop and improve t¢he capacity of
private sector institutions to’directly provide and act as
conduits for the Provision of exten<cion services to SMEs., The
specific elements Qoing into this which the project will finance
are extension séruice/demonstration activities, the objective
being %o create in both PCCI and industry and service
associations the Capacity to directly Provide some servijces and
act as the conduit for the Provision of extension services,

The primary SMED inputs are a mix of technical services to
build capacity in the associations ‘to help them organize, develap
and delijvep extension services and sponsor demonstration
activities. The Primary input in financial terms js financing
for demonstration activities and extension services, specifically
needs analysijc, Other major inputs are workshops and training to
improve the capacity of associations and MT! personnel,

monitoring and implementation assessments,

The second part of the institutional development compcnent
is the improvement of mechanisms whereby the private sector,
including SME<,, €ngage in policy dialogue with the public sector.
Primary inputs from SMED are: ‘

ER technical assistance from MTI and the general -
contractor focused on identifying Policy constraints to
growth, . ’

b. workshops and seminars focused an specific policy issues

c. information from EEPR compohent.

In order for these inputs to contribute tg the desired
output, the project calls for "hands’on" participation by PCCI
(primary through its Committee on Cottage, Smal} and Medium
Enterprises) with MTI and the general contractor in forming and
strengthening associations during the project implementation.



2. Employment and Enterprise Poiicy Research (EEPR) Component

The output expected in this area is that by the end of the
project, GOP and the private sector will have more effective
systems for gathering more information oh SMEs, a better
understanding of the factors affecting the growth and
productivity of SMEs, and there will be an effective policy
dialoque betw.en the public and private sectors regarding
government policies and programs affecting SMEs,

Inputs to achieve this afe various research studies,
information dissemination, and training, which would all have a
. direct impact on the achievement of the desired outputs.

3. Micro Enteﬁprise Development Compcnent (MEDC)

The outputs expected are that PUOs will be better capable of
assisting micre enterprises with credit and various training
programs, To achieve this SMED was expected to provide financing
to micro enterprises primarily through PV0s, &as well as provide
technical assistance to PUOs to help improve their extension
capabilities. ~

ia
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v SMED IMPLEMENTATION PROCESS

This section reviews the process of implementing the
project, It includes a historical overview and discussion of
factors affecting project implementation; a review of subproject
identification, design, implementation and moni toring; and a
dicscussion of budgetary contraints ta project implementaticn,

A. MANAGEMENT OF THE SMED PROJECT

In the project paper it was fcorceen that the crganizational
structure of the project would be complex. This results from:
(1) the complexity of the task, i.e. that of expanding the role
of private associations in the provision of extension services,
(2) the relatively large number of public and private national
organizations and their correzponding regional affiliates, and
(3> the important rcle of & private general contractor as a
facilitator in the process,

1

-

The project paper envisicned that &an Executive Committee and
& Management Implementation Secretariat (MIS) would play central
roles in the project. The role of the Executive Committee was to
review and approve annual extension and demonstration programs
submitted through PCCI by regional associations, and to monitor
and approve research proposals and micro-industry proposals from
private voluntary organizations (PUOs). The MIS, on the other
hand, was to be recsponsible for the day-to-day coperations of
SMED, coordinating activities for research, instituticnal
development, extension services, demonstration activities and PUQ
programs.,

In terms of implementation, Phase 1 (from Froject figreement
signing to the midterm evaluation) was to consist of three
stages: '

Stage | - from project agreement signing until the conditibns
precedent were met. ' :

Stage 2 - from the campletion of the conditions precedent unti)
the availability of AID financing., This would include
the preparation cf the 1984 budget plan, the
preparation of the scope of work for the general
contractor and the baseline data contractor, and the
search for the general contractor.

Stage 3 - the praject proper, when the gerneral contractcr was in

place and full implementation of the praoject would begin.
i1
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A discussion of the management and operational aspects of
EMED and how they developed can lagically he troken down ‘into two
phases, the first was the pre—implementation stage from the
signing of the agreement between MTI zand AID to the appointmenrnt
of an Executive Director in May 1924, and the ‘second from May
1924 up to the preszent.

Pre-~Implementation Fhaze

At the start, . SMED was & project of the Bureau of Small and
Medium Industries (BSMI). The initial months were zpent in
meeting the conditione precedent, which were finally met in March
1984, The conditions precedent concisted of the legal opinion,
signing of the Memaor andum aof Agreement (MOA) betweern MTI1-PCCI,
completion of the cuera)] implementation plan, completion of the
micro-component Flan, and selection of & program director (this
was met by having an acting director.)

buring thic time alsoc bids for & general contractor for the
micro enterprisze development component were received from a \
numoer of groups, including the University of the Philippines—~
Institute for Small~Scale Industrijes (UPISSI), Philippine
Businecss for Social Progress (FESP), Econcmic Develaopment
Foundation (EDF), and Asian Institute of Management (AIMY, but no
action taken, :

Regarding the Gereral Contractor for the project as a whaole,
the concept and exact task of the General Contractor wac unclear
since there had been no experience in the Ministry with this type
of arrangement., So actjon on this was &lzo delayed by the
Ministry. '

Orientaticn meetings were held in the SMED ragions to
publicize SMED, financed with a $16,000 pre-implementation grant
from AID. Meetings were attended by BEMI along with
representatives from PCCI, the Philippine Chamber of Handicrafts
Industries (PCHI) and cthers,

The pre~implementation warkshops started with discussions
abcut SMED project companents, after which regional people wers
asked what projects they wanted and discussion groups were formed
to make recommendaticone. The results cf these workshops were
generally requests for training (technical and managerial),
financing and marketing assicstance.

AN



The Executive Committee was cormvened in December 1983
chaired by the Deputy Minister of MTI, and including the Deputy
Ministers of NEDA and the Budaoet, the BSMI Director, an AID
representative, the PCCI Fresident, and (in 1984) the Frecidents
94 PB3SP and AIM.

The Executive Committee held meetings monthly in December
1?83, and January, February and March 184, Shortly thereafter,
&an Executiwe Director was appointed and the Executiwve Committee
became much less active, At the meeting in fAugust 1984 the
Executive Committee decided to meet quarterly instead of monthly.

An interim MIS was constituted and remained active from
Cecember 1983 through mid-1984. The interim MIS met weekly
during the period when |t was formulating the owerall
implementation plan which was part of the conditions precedent,

Re-Orientation and Implementation

AN Executive Director was appointed in May 1984, with the
concurrence of the Executiuve Committee,

At that point, SMED was upgraded to & regular project cffice
without any 1line functions, which was attached toc the Office of
the Minister., The position of project director was upgraded to
an Executive Director who als0 became a regular member of the MTI
Management Committee.

Im mid-1924 the bidding for an acsociation baseline survey
was won by Sycip, Gorres, Yelavo and Company (SGV); however, this
was never implemented. (The funds were subsequently used for the
Operations Review carried out by 3GUV.) at around this point, the
ias of the then Minister of Trade and Industry againcst research
seems to have became an accepted fact. Another major bias of the
Minister which was to play & Key role in the implementation of
the project was the bias towards expcorts and export promotion.

Shortly after the new Executive Directapr toak over, the
message was passed down from the Minister that there would be no
general contractor. Among the factars for rejecting the idea of
a General Contractor were that MTI felt that it would be a
duplicaticn of the SMED proaject affice. Furthermore, the hiring
of & top level director seemed to conflict with the notion of a
Gereral Contractor which would "provide many of the Key inputs
into the project, both in terms of project identification, desian
and implementation®, The precence of a lang~term contractor
{especially one with major forzign components) in a government

—
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cffice was also problematic. Hernce SMED delayed implementation
of this.

By the second quarter of 1%35, hcwever, it was obvicus that
the hiring of a General Corntractor for the entire project could
no longer be delayed., AID applied pressure to hire a general
contractor largely by refusing to release any more money from the
prceject’s grant porticn. The Fraject’s grant porticn was
realigrned to inmclude, amorng others, an allocation of +£08,080 for
the general contractor (frem 378,880 as approved in PIL #21).
There was also a chanage in the terms of reference for the gensral
contractor to one where there waulc te several technical
contractors, playing largely « ssctor-specific and project
identification raole,

At the end of 1985, MT! and &l1D formally agreed tco the scope
of work of the general contractor. In January 1934 the Deputy
Minister signed & project agreement authorizing AID to proceed
with the contracting arrangementsz. Thece contracting arrangements
have been kept on hold pending the completion of the-evaluation,

Early in the implementation of the project the decizion was
made to concentrate efforts in Regicn 1I1. SMED’= 1imited
manpower was concentrated in Region I1, whereas efforts in other -
regions were delegated to the Smal) Buziness Assistance Centers
(3BAC), the regicnal counterparts of BSMI. The Justification
was that SMED had 1imited funds, and Region 11 (being a difficult
region in terms of the availability of government support) would
serve as a demonstration of SMED Capabilities. Projecte
developed in Region I1I were expected to serve as models for other
regions.

SMED was designad ta hawe very limited manpower {please
refer to section an staffing), and so it was necessary for other
MTT units, especially BSMI-SBAC =staff, to implement SMED projecte
in regions. SMED saw jts role as one of proposing ideas, which
SBACz and private cectar proponents wauld tranclate into
proposals and eventually implement.

In the second semester of 1984, an MTI Praject
Identification Committee, composed of Deputy Minister Leviste and
Directors of the Bureau of Indusztrial Cevelapment, Bureau of
Domestic Trade, B3MI, and SMED, was formed. The idea was to come
up with an integrated Minicstry-wide pragram for SMEs, pooling
together a1l the different fund sources, rather than each bureau
having itz ocwn projects and scme bureaus having more funds than
others. After identification, projects were to go to a Froject
Evaluation -Committee. A< a result, SMED project implementation
was slowed down. Theze committees seem to have died & natural
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In early 1785, SMED perceived that PCCIl was having internal
problems, It was alse felt that the national chamber< were
concerned only with Metro Manila, and were vague about project
development in the region.,  SMED felt that it could not get a
coherent naticnal proaram from PCCI, the only national project
offered being Trade and Industry Informaticon Exchange (TIIE).
There were alsc ng chamber development plans. Therefore, SMED
decided to work enly with regional Chambers of commerce and
industries (CCle) and went ahead with projects in the region,

SMED xleo Frerceived that Philippine Chamber of Handicraft
Industries ¢(PCHI) wWas having conflicts with Center for
International Trade Exhibijts &nd Missions {CITEM) regarding the
thrust of government funding. Furthermore there were problems
with naticnal sectoral associations, Chamber of Furniture
Industries of the Philippines (CFIP) and PCHI propozals because
the SMED Project Office felt that they were unrealistic and not
well structured, Partly as a result of these problems SMED
decided to wark mcstly with regianal aszociaticns,

Funding was aleo always a problem. In 1983 and 1984 sM=D
wWae not on the reqular GOP budget (due to the 18 month lead time
neceszary for projects to be included in the budget), In 1985
EMED was included on the regular GOP budge t; however, by the 1act
semester of 1985 GOP budgetary problems were becoming severe, By
December 1725 through mid-198% furnd releaces were held up by
elections and the Subsequent revolution and change in Qovernment,
“Sec separate section an budge tary constrainte.) '

The election, and subsequent revaolution and change in the
government also had major impact on the project starting from the
last month of 1985 through the present. The new minjster took
office in March 1954, the SMED Executive Directeor resicgrned latep
that month, and his deputy resigned at the end of Jurie, A Deputy
Minister for smal] business was appointed only in the first week
of July 198s. '

Factors Affecting Frajec Implementaticn

Among the critical tactors affecting the sSuccessful
implementation of SMED were changes in the proaject design and
certain operational difficulties. The major changesz in the
Fraeject design were:

1. the Up=arading of ZMED into a project office directly
reporting to the office of the Minister and the subsequent
decline in the rale of the Frivate sector in the project -
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When SMED became a regular project cffice of the ministry,
the Executive Committee Flared a much diminished role and
the MIS evolved into a consultative beady, making comments on
presentations, rather than having a szubstantial input into
project design, implementaticn and mcani toring. The
prioritiez of the government came to dominate the activities
aof SMED in & very dirsctive wxy. The tangible impact was
the absence of any substantial research effort, and the
emphasis on exports. Almost 20Y% of the net obl.gated funds
from the lcan portion of SMED went into export related
projects, 12 for CITEM Product Specialicst Program, the
largest zingle beneficiary of SMED funde and 7.3% for the
FPhilippine Exporters Foundation ¢(FEF). In terms of funds
actually released, these two projectsz accournted for 35.4% of
all funds released from SMED’< lcan funds, 15.4% for CITEM
and 18 for PEF. (3ee Appendix 1 for details of fund
allocaticone)

A related point is that of the rale that PCCI was to play in
the project. The project paper envizioned that PCCI would
have detailed legal and administrative responzibilities to
be spelled out ipn the memor ancum of understanding as part of
the conditions precedent. PCCI was to be & permanent, member
of the Executive Committee and the MIS. The overall role of
PCCI was to have been to promote a dialague betweern the
private and public sectors, and serve ac the generator,
promoter and reviewer of association activities and research
praposal ¢,

The project plan appears to have envizioned much more
private sector involvement tham i3 realistically poscsible,
Since 3SMED wasz a government body, when canflicts arose with
the private zector as ‘to how the project was ta procesd, the

invclvement of private sectar groups in the management of the

project virtually disappeared. Hence PCCI and other private
sector agroups plared a rather limited role in the project.,

the -role and implementation of the General Corntractor -

In the abzence of a Gereral Contractar, the full
responsibility for implementing the project fell on SMED.
~The rale of the General Contractor was te provide a support
mechanism and faciljtate project implementation, especially
the linkKages between MTI-GMED and AID. This was an area"
where there was no expertise at MTI-SMED. As a result,

AID Became more invalwed in manitoring the project than

had been anticipated at the start of the project.

14
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A related Feint is the orientation of the SMED office. The
SMED Praject is & developmental Project which seeks to
effect fundamentx] charige's in the Way assistance to SMEe is
to be given. Many» studies have painted to the resistance te
Charge of ruraz] SMEz. The SMED praject thus requirec not
Just dirsection ang project conception, but follow—through
and implementation as well. There appears to have been g
sericus undersstimation 4z to the lewe] of sffort required
of SMED stasf €0 that "the Capacity tg direct]y provide
Sérvices and tg act as conduits for the provision of
extension Service will be created in both PCCl and industry
and cervijce dssoCiations receiving assistance from SMED. "
(SMED Project Paper, PP.11). There was an underecstimation
cf the Capability of the Frivate sector as well as SEAC
staff in implementing Mew approaches tg SME assicstance.
There rnesds tc te mare investigaticn as to the relative
roles and the Tevel of effonrt required of both SMED staff,
Frivate sectar groups and SMEs and what might be dane to
achieve the project’= objective, 4 general contractor with
éxperience in ASsSCCiatiaon development might have praovided
assistance ip thics area.

the decicicn to concentrate in Region 11 -

As SMED Stresced, Region 1] Was indeesed & difficult region to
begin to implement & new, untrijed Froject, A baseline

Survey to assegs the absarptine Capacity of institutions in
the region, thejr capabilities ang needs would hHawve been aof
great help in designing Frojects and implementing them,

the decicican not to do research - J{see section an Emplaymen t
and Enterprice Pcalicy Recsearch)

The decisian toe wark mainly with regional rather than naticnal
associations, and the d=cision to work direct]y with local
sectara) “d3scciatians rather thap mainty with naticnal onec,

There ars two implicatione of this in termz of the project,
A majer cutput cf the project Was to hawe been that by the
end of SMED, Frivate sector institutions, Primarily PCCI and
industry and trade asscciations, would have improved
Capacity to direct]y Provide sgome Services and act as
conduits fap the Provision of externsian Zervices anpd
demonstration activities tg SMEs. AN the three major
national assaciationg, FCCI, CFIP and FCHI were unanimaus jn
feeling that SMED had diveraed from its original pPurpose,
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B. SUBPROJECT IDENTIFICATION, DESIGN, IMPLEMENTATION AND
MONITORING: STRENGTHS AND WEAKNESSES .

From its inception, the Cperating assumption cf the SMED

project was thxt the detailed design of activities to be undertaken

by each participating crganization will be developed as part of
project implementation. This project was to be implemented on a
"rolling desian” basis, in which the specifics of the design of
actual subproject activities would be determined ac the project
progrecssed,

Anticipated Subpraoject Planning Process

The Project Paper identified the annual budget amd action
plan as the Key implementing document. I't would present the SMED
subproject activities to be carried out during the next calendar
Year for all three components., It was to contain a detajled
definition of the tvpe, quantity, cast and funding method of
planned activities for the year.

In the early years of the praoject, MTI with the assistance
of & general contractor, "a consortium of private sector Filiping
and U.,s. firms," were tn be actively invaelved in develaoping
annual plans of action for each participating association
Froponent. Thece plans wcauld ke based on needs aésessmenté, and
would specifically identify SMED inputs and cost estimates,

Subsequehtly, the Management Implementaticn Secretariat and
the Genera) Contractor would make the final preparations and
presenmt the plan of actian including the propczed subproject
activities to the SMED Executive Committee and AID for approval ,

The 3Subproject Identification Procees

In the sar)y Phaze of the SMED praject, several efforts Were
underway to develop & data base for the development of subproject
activity, For example, a study of industry zssociations was to
provide baseline data for the institutional development componernt
and a contract wasz signed with 36V ta carry out the study.
DPiscussions were underway with the Fhilippine Chamber of
Handicratt Industries ta carry out a study of raw material
constraints ta identify Subprojects activity for small and medium
enterprizes in this sector, '
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A series of pre-~implementaticn workKshops and fallcw-up
meetings were held with anticipated private sector collaborators in
Manila and in the project regions, Theze activities were intended
as a promotional initiative for both the institutional and the
microenterprise development components, and as & means to identify
subproject activity of intere=t tg future collabtorators.

However, this neede azzescment pracecss was not developed,
nor given much pricrity in this phase of the SMED project. The
Ministry of Trade and Inductry had a preference for "action-
oriented" projects aver resecarch. Research-based Projects such
as the ascscciation baseline study were vetaed., While this is
only an example, this approach set the tone for the subproject |
identification preocess.

SMED identified four principal strategies for subproject
intervention: a) ac a change agent in existing institutions;
(b) as a catalyst for organizing regicnal conduits; c) as &
catalyst for testing and adopting innovative service delivery
processecs; amd d) as & saurce of support for exizting programs
and projects (SMED, "A Primer on the SMED Project"). In effect,
SMED tock an active, directive rale in identifying subproject 1
activities, . '

For example, as one of ite firet initiatives, SMED identified
small business institutes as an innovative pilot subproject
activity, and initiated the development of such & project with
AQuinas University in Legazpi City, Bicol. Subsequently, SMED
initiated a number of othepr subproject proposals for small business
institutes in Cotabato, and Iloilo City, among others,

The strength of this approach is that a gmod project idea,
such as small business institutes, which builds on the existing
local univercity community extention activities, can become a mcdel
for other regions. For example, the project idea was able tg be
relatively easily duplicated in Cotabato City, Paguic City and
[loilo City, '

A weakness is that SMED iz cften not sufficiently responcive
to the given local proponents’ project ideas or institutional
Capacity nor to the need to more fully involve the SBAC <taff in
the actual design of the project. Concsistently, subproject
beneficiaries and proporents interviewed complained that SMED was
interventionist in its approach in developing memorandums of ‘
agreement, that the cbjectives of the prodect idea jteelf were
éxccessively wague and that substantive technical fcollaw through
by SMED was naot externded,



In addition, the SBAC staff, who are responsible fer the
follow-on implemertatiean and monitoring process, are in a number of
cases not sufficiently invalued in the project identification and
design process., @As & result, the SMED initiative does not benefit
sufficiently frem the local expertise of SBRAC Offices.

The subproject identification process of the SMED project has
alsc been influenced by¥ the relative 1ack of experience of national
industry ascociations with regionally based project activity, For
example, PCCl, CFIF and PCHI had very limited experience in the
Provicion of services in regions cutside of Manila. Therefore,
SMED chcse to initiate subproject activities in the SMED regione
independent of the naticnal associations.. For example, in Region I1,
SMED developed the Cagayan Valley Chamber of Furniture Producers
Association, and the Cagayvan Valley Federaton of Handicrafts
Producers without the involvement of the national sectoral
associations.,

This approach may have had its advantages in that subproject
activity could get underway relatively more quickly. However,
CFIP, the nationx) furniture industry asscociation, and PCHI
perceived these subproject activities as undermining their
existing regional linkagesz. The Cagaran Valley Chamber of
Furniture Producers is not currently affiliated to CFIP.

Finally, a review of the subproject activities funded
reveals a large number of small projects with budgets of 58,808
to 200,060 pecos (equivalent to $2,3008 to $18,0608) . According to
the former Executive Director, the identification of subprojeécts
of this size was influenced in part by the level of funding
authority delegated to the SMED director. The director had the
authority tco appraove proposals up ta 200,008 pesos; a1 requests
for more than this amount have to be referred to the Executive
Committee. Subisequently, the Commission on Audit ¢COA) reduced
the size of disbursements Qiven budgetary constraints,

The net effect appears to have been to undercapitalize
subproject initiatives which limited their institutional arowth,

The Subpraject Design and Appraval Preocecse

The SMED ocffice developed jts own diagram on the subproject
&pproval and monitoring process., Thie diagram, (see “ppendix 3
for process flow diagram), presents the review process from the
time the proponent approaches SMED tg formal approval and
dizsbursal of funds.

(8]
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The process is multi-tiered and each subproject proposal
invelves approval at the level af the SBAC regiocnal cffice, the
SMED head office, and AID. &t the preliminary stage, a
memarandum of agreement is establiched be tween the proponent, the
MTI and the counterpart institutions. This process is subject to
intensive negotiation and projéct development. Gften, the
proposal is sent back to tha proponent after reviewed by the SBAC
staff and then zgain when reviewed by the SMED head cffice.

The zubsequent stage is the preserntation of the subproject
proposal to AID.  AID is not cencerned principally with the
memorandum of agresment developed between MTI and the project
proponents. Rather AID is concerned with the substance, the
budget and the self-sustainability of the actual prciject
proposail. Again, the praopesal could be sent back to the
propornent fcocr further documentation, revisions, etc,

Thie appraval process dees allow both MTI and AID to review
the subproject proposal in relative detail. However, the extent
of requests for additiomal infarmation and for revizicns both by
SMED and by AID sugoests that the policy guidelines for \
subproject approval should have been fully clarified at the start
of the EMED project.

For example, subproject proponents hawve often rnot been fully
advised that the Ministry is able to finance projects only on a
calendar year kasis. Therefore, in an effort to do long term
planning, they propose a ftwo to three year work plan, and expect.
funding far that time period. In cther cases, they have not been
informed that a2 30 percent private sector counterpart funding is
required, wuntil after they have already committed themselves to
the project.

‘ Similarly, praject proponents, including the local institution
and SMED, have not been consistently advised of AID project
proposal guidelines, cantracting procedures, commodity

procurement procedures, conditions of agreement, (e.g. audits,
markKing of praject commodi ties), honoraria for' governmental and
non-gaovernmental officials. In fact, there has been a Jlack of
mutual undersztanding between the Ministry and AID as to what can
and can not be funded under the SMED project. Neither AID nor

SMED have been clear about their subproject approval policies and
their operating procedures.

Arother serious point of confusicon for both AID and Ministry
staff was the long term projections for a given subproject. The
Ministry budgetary reqgulations require that Memorandums of Agreement
be signed for project activity for one Given year. In other words,
the agreements can not include commitments to project collaborators
for subsequent rYears, »



A primary concern of AID iz the leng term planning and
sustainability of & project activity. The subproject
beneficiariez, interviewed in field visite, consictently stated
that the short term rature of the funding had a destabilizing
effect on the prcject, specifically j¢ inhibited the commitment
of technical staff to project activity and underminsd relaticns
with counterpart scurces of funding.

Initiallw, to respond to the heed for guidelines, the SMED
cffice prepared a prooc-:] (o develop a praject implementaticn
manual, but the Minister vetoed the initiative, Faor its part,
AID pravided SMED with subprcoject proposal guidelines im a letter
dated 3¢ August 1734, (See Appendix 4 for copy of Frojsct
Implementation Letter Mo, 13,3

Thezz AID guidelines were presented in discussions and
workehops with the SMED Executive Director and staff, who agreed
te implemsnt them. SMED did not uniformly disseminate the
quidelines to the regicnal c<taff nor internalize them in
subsequent propesals. AID considered it impractical to train
directly the many subproject proponents in the regions.

A osimilar situation evolued with regard to &ID procursment
regulations and markKing of US-finance cemmadities=., The pertinent
“ID guidelines were submitted in writing and discussed with 3SMED
staff. It was AID’= communicated expectation that SMED would nat
proceed with commadity procurement without AIDs involvement,

MTI1 pressure to proceed hurrizdly did not allow such &ID
Quidelines.

It iz relevant to mention that the project paper anticipated

that technical assiztance from a contractor familiar with project
dezign and &.1.D. procedurss would serwve to help proponents to
dewelop "fundable" projects. &= the Ministry and AID were unable
to agree on a scope of workK far the cantractar until the a1l of
1783, it was not possible for the prodect to beriefit from such
ggrvices in the firet phase of the project., '
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Subproject Implementatian Prdcess

The SBACz were responzible for the supervisian of the
subproject implementation in the region. However, prcblems arcse
in that SMED staff often came into the region with prepackaged
project decign and operated independent of SBAC or withcut their
full collabaraticn. Therefore, SRAC staff are cften not fully
involved in the original dzsign of MOA, which limited their
monitoring capacity ocver the implementation.

Implementation was aleo hampered by the lack of authoriton¥
the staff sent cut by the SMED to the region. Project
collaborators in the region presented queries to 3MED staff on
field visits, but the reply aften had to "come from head caffice.

A very serious factaor affecting implementation was the
release of the project funde to the beneficiary attzr the
Memorandum of Agreement was signed. HAs a table on the flow of
proJect funde indicates (cee Appendix S), actual funds were
released oftern six to nine months after the memorandum of
agreement was sigred. :

The reasons for thizs delaw are numerous, FirsE, the ZMED
office had to get & project implementation letter from A&.1.D,
approving the proposals either zs precented or in principle with
further supporting documentation to be cupplied at a later date.
The Management and Budget Office of the Minietry would not
prepare a check unless a Project Implementation Letter was
received. For AID, a major problem was that the proposale
presented by the intended project beneticiary were not fully
developed. Finally, the snap elections and the revoluticon put &
hold on the disbursements of all checks from approximately
December 1785 thraugh June 1584, (See section on budgetary
constraints and their effzct on the SMED project.)

Manitoring of Subproject Activitiss

Monitoring of zubproject activities has been principally the
responcibility of the SBAC staff baced in the regiacnal offices.
SMED staff monitor subproject activity on an as-needed basis, but
their cstaffing conctraints sericusly limit their effectiveness in
overseeing field activities, NMonetheless, for both 3BAC and SMED,
the delay in releace of funding for project activitiez for
institutional development ancd particularly for microenterprise
development undermined MTI’¢ credibility az & monitoring agent of
proiect activity.



The SMED project extendsd funding to the management auditing
firm, SG\}, ta develop quidelines far monitoring project activity,
SGY prepared a set of "Guidelines ta Project Froponents on the
Preparaticn and Submiszion of the QuUarterly Project Status and .
Terminal Reports" and "Guidelines to Projects Officers on the
Implementation of the Praject Reparting System",

S6Y was also contracted to carry cut operaticnal revijiews of
a series of subproject activities supported by SMED in the project
regions.,

These documents are important and useful fiprst steps in the
development of an information system to track subproject
rerfarmance and activities. Severxl subproject bereficiaries
interviewed commented on the monjtoring syvstems developed to date.
The consistent reaction was that SMED is interected in time
consuming reporting, but not in handz-on technical monitoring of
Froject activity. Marny were dissaticfied with the type of
information requested on the "bocomplishment Report" torms
developed by 3G,

A review of these reporting forms revesl that the data
requested js:

a) type of activity

B) measure of pertormance

c) performance (azctual and target/plannzdy
d) explanation of wariance

ey corrective action recommernded

£ remarke,

This type of data doec not pravide the projsct with any substantive

indicataors of level of activity and number of berneficiaries ouver
time; nature, apprapriatenezs and cost of services; the type af
buzinecses and/or associations services; sffect of activities on
beneficiary firme. The forms could be revized teo include mare
programmatic indicatore,

The cperaticonsz review of subproject activity by ZGV are
useful means cof documenting the praogress of praject activity,
biased an to the agreements developed by the proeponents, and of
developing specifir quidelines for further action. These
documents are waluable aze programmatic audits; howewer, thev do
not replace the on-Qoing requirements for technical input to
overses project dewvelopment.,
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There has been 'a decided lack of monitoring by technmical
specialists in a given programmatic activity in the SMED project.
Crne =zuch technical manitoring was ezpecially well received. Dr,
Frank Scott, an Internaticonal Executive Service Corps (IESC
valunteer/consultant, visited and evaluated znd adviced existing
small buszinezs institutes throughcout the Philippinez. Three cf the
six SBls wisited specificalls menticned how useful the input from
this IESC expert was., While this is not the cnly apprcach to
project monitoring, zssistance and consul taticn with appropriate
Tpecialized technician i1l strengthen the subproject activity,
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cC. BUDGET CONSTRAINTS AND THEIR IMPACT ON THE SMED PROJECT

As mentiansd in the Froject Faper, the dizsbursement of SMED
funds would follow standard GOP and &ID procedures,

The GOF budget s an & calendar wear basic and line item

requeste require & lead time =¥ about 13 monthz, Funding in
1985, for example, requires that budaet preparations start in the
last quarter of 1983 and be conpleted by the first quarter of
1784, 1(ses budget revicws start in March 1984 and are completed
by July, Fellowing this the budgst is zubmitted to the Batazan

and the Generz) Appropriations sct s raszed by around September
1984,

The signing of the SMED agreement in August 1523, precluded
the inclusion of éxpenditures in 1923 and 1724 in the regular GOP
budget. For this period, the project was funded from the regul ar
BSMI budget and from the lump-zum Foreign-fssisted Project
Support Fund. Since BSMI hHad ite cuwn pragram &and demands from
the Foreigrn-fscisted Project Support Fund generally exceed fund
requests, the funds actually granmted teo the SMED project during
this pericd were necessarily limited, The sCarcity of funds waz
made even more proncunced by the extraordinary straine on GOP
finances as a result of the crizis in the econom» and financiz
markets starting in the Jazt quarter of 1923,

S

The first year for which ZMED was included in the reqular
GOF budget wae in 1783, On December 13, 1724, hcwever, the IMF
stabilization package (which was gz condition to granting standby
credits to the Fhilippines) was Signed. Availments trom the
standby credite were in quartesrly tranchez, subject to IMF review
of GOP adherarce to certain majar agreements. There were mjine
specific criteria in the agreement, including ceilings on reserve
money and banking zyetem credit to the publije sector, &«
cumulative cxiling on deficitz of GOP and 13 major public
enterpriiea, and ceilings on external debt and external pavment
arrears,

FE & result the ability of GOP tao releaze funds became =
critical constraint te Qperaticns. This atfected the project in
twe major wars: requests for budge tary &pproval were cut hack by
roughly S8X, and in the secand semester of 1923, GOP cash
disbursemerntszs were made for only SEY of the amounts gporoved ar
not at =11,

Constraints cn overall GOF deficite affected both the GOP
counterpart Fortion, as well as the amounts that could be
dllocated from the RlID-financed 1aan porticon, the latter teing
limited by the ceilings on mew external debt.,

[
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Regarding cash disburssments in the second half of 1985, GOP
policy was to impose quarterly discursement ceilings an amounts
tc be released per project. Thiz had major operationsal
implications especially zince the imitial furds were generally
for capital expenditures Which were difficult to spread out over
the »ear. Furthermaore, ancther policy was to releasze only S6Y of
the approved amount. The balance was disbursed anly as project
proponents liquidated the amcunt xlready received Cal though
partial liquidation was allowed), This added conziderably to the
paper-woark and rnumber of transactionsz necescary between the
Commiszsion on Audit (C0A, which actually authorizes fupd
*ases), EMED, &0 and the project proponent.,

relezs

A,

AS the wear wore on and the financial crizis deepened, CO4
became mare ztrict on fund disburcements., Ewven the S84 fund
releases stopped and project proponente wers expected to advance
the funds which would then be reimbwrzed later,

Towards the end of 1783, 2 new scurce of problems aroze when
Fresident Marccs called for snap elections to be held 7 February
1786, The Omnibus Electian Lode calls for a moratorium on
releases of government funds 4% day prior to the electian,

Hernce, from mid-December 1985 no checks could be relsazed to SMED
projectz. This maratorium continued asz the election was followed
By the revolution and change in govermment and the need faor the
rew gavernment to rewview al1 checks, The blacked fundz were
tinally releszed only xt the end of June 1?24,

The delay in releasing funde resulted in & major lazs of
confidencs and enthusiasm for SMED projects especially in the
regicons., This was not helped by the canfusion regarding

proecedures for liquidation., It was only after the 3GV Operations
Review was completed in the third quarter of 1985 that ztandard
reporting forms were inztituted. The Finance Officer xls0 toured
the region in mid-19285 tq explain the deszired procedures but it

is eztimated that this will require constant follow-up before
procedures are standardized.
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V. INSTITUTIONAL DEVELOPMENT COMPONENT

This major component of the SMED project was to dewvelop and
improve the capacity of private zectaor institutions to leeuf]V
2

provide and act as conduite for the provigsion of extenczion
services to 3ME:z., Associations would alee be azsisted to better
reprezent SMEs in paolicy dialague with the public sectar,

Wher the project iz completed:

oCiations with support from contractors will

1. Selected ass
have the capacity to directly pravide or act as conduits faor
mare and improved extemsion zervices and demons tration
activities for SMEz.

2. MTT will heve improwved its capacity to azsizt private sector
EMEz &t the industry level.

2. FCCI as well as other industry and ervice associatiang will
ke able to reprezent SMEs inm naticnal and industry leve)
poelicy dialogues with the public sector.

Te achieswve these abjsctives, the SMED project will finance
technical assi v extension cervices and demonstration
activities, workshapz and semirnarz, project monitoring and

evaluations, and GOP training.

The 3MED cffice’s approach to inztitutiornal development was
to promote national ar reglondl asscciations, federations,

chambers and educaticonal institutions az a2 scurce of industry-
specific services or asz & conduit of thesze services far the smal)
businecss sector.

The programs in thisz component include:

& chamber deve1c§ment Frrcoqr am;

) domestic market develaopment program;

c training-related program;

d? technical assistance program, which includes the

s
voluntesr and expert advisory services,

ta
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A. CHAMBER DEVELOPMENT PROGRAM
i, Philippine Chamber of Commerce and Industry (PCCI)

The Philippine Chamber of Commerce and Industry (PCCI) iz
the orincipal sssociation in the Fhilippines reprezenting the
concerns of the private zsctar. &t the thitiative of the
previous administration, FCCl hxs zzzumed the role of being the
"single woice of industrw.,”

FCZI, as & permanent member of the SMED Executive Committee,

was anticipated to play 2 major rale in the development cf ‘he
project, particularly in the promaticon of chamber and aszacizticn
activity in the SMED regions,

The ariginal project paper axsszumsd that the Committes on
Cattage, 3mall and M=dium Enterprisez (CSME) of PCCI would play
the lead rale in assisting in the develcopment of new asscciations
and chambers, and would operate &= "an umbrella organizaticon for,

asscciationz". It was anticipated that SMED tinancing would
enable PCCI to hire staff to work on this regional chamber and
association development activity,

In Maw 19384, a memorandum of agreement was signed by PCCI
and the Ministry of Trade and Industry concerning anticipated
responsibilities under the SMED project.,

The main rezpancibilitiss of FCCI were az Ffollaws:

1. Help MTI through BSMI tao formulate s plan for the
develapment and promoticn of SMEs=;

z, Initiate and undertake organization

of regional PCCI
chambers and affiliates and promcate associatian
building among 3MEs in cloce coordination with MTI

through BSMI;

03

Participate in the formulafion of policies and
guidelines governing the implementation of SMED

4. Frovide adequate and staff support within FCCI for the
cimplementation of the praodect;

3. Serve as a channel and~/cr originater of propozals and
&% & Cconduit for the extension af zerwices to SMEz:

)
[an]


http:princip.al
http:Indu-.tr

Strengthen the channele of communication and promote
encourage and assist in the conduct of dialoguss,
Lz tween the public and private zector.

o
.

The main rezponsibilities of MTI, with reference to FCCI,
were

1. to be recpaonsible for the cverall implementation of the
praject;

2, to provide the Management Implementation Secretariat
with zufficient staff to carry out the proaject;

2. through ite régional offices, to assist the
asscciationz in the determination and presentation of
project activities to be undetaken;

4. to extend reasonable and appropriate support to PCCI
programe ‘

S. through BEMI and cther gavermment entities, to continue
to dialogue with the private zector on the technica
and policy iszues affecting SMEs.

&, Activities

While these intentions were laudable, substantivs
collaboration betwesn PCCI znd SMED did not materiali
anticipated.

L2 2

Firzt of all, as ZMED was responcible for the approval of
funds for all zubpraoject activity, PCCI had limited effective
contraol aver the use of these fundsz. &t the beginning of the
SMED project, FCCI anticipated that & sizable porticn of the
project fundz would be channeled directly to the national chamber
te support their regionsl devslopment program. For PCZCI,. the
SMED project did not result in real private sector/public sector
cellaboration for regional chamber and association development.
Quer the coursze of the prodect, FCCl came to be of th:z cpinicn
that the SMED project was "Just an adjunct cf MTI.®

1



As the project progressed, the SMED office adopted polirr
of operating increaszingly on their cwn in promoting asec
development, for example, in silver and brassware in Fe
and in furniture in Reqgicon II. In the wiew of SMED s =
lacked the inetitutional capacity and commitment to dev
caherent program for regicnal development in 1534, when the
project first got underwar, Therzfore, to cet zpecific
subproject activity going, SMED began develaping asscciatian
support programsz independent of PCCI, although with their

consultatian,

Cwer the courze of the first phagse of the project, SMED
gxtended | 933,247 pezoz in project funds directly to PCCI for a
series of actiwitiez: & PCCl promcticnal werkKzhop with regional
chambersz; the Trade and Irdustry Informaticon Exchange (TIIED
pragram; the Documentation and Rerunning of the FProduct
Specialist Program. SMED extended nezarly 300,089 pesos in
project funds for regional chamber dewvelopment and for the
establishment of Eu:nn::: Information Centers. The=e funde were
provided directls to the regional or provincial chamber, or the
institution dr:lyﬁdf d a3 the local project collaborator in the
SMED region., However, no fundz were disbursed to PCCI to cover
their requiremsnts to support = PCCI regional chamber development’
prooram,

n

Trade and Industry Informaticn Exchange (TIIED

TIIE was conceived as an integrated information system, in
which data from MT] and FCCI would be available to uzers of bath,
institutions., While dicscussions on TIIE began in 19234, the
project was activiated anly recently with the delivervy of two I1EM
Personal Computzrz. The original link was to have beszn between
FCCI and TIIC (Trade and Industry lrnformation Center) which
handles the Library of MTI. Howsver, an informaticon center was
set up at the Bureau of Faoreiagn Trade (BFTY and eventually the
information tie-up became between PCCI and MTI-EFT. Staff of
Both FCCI and MTI-BFT are currently undergoing computer training.

FCCI expects to have aszistance from the International Tra
Center (ITC) inm zetting up the =ystem FCCl haz alzo recently

started a surver among its members to identify priority needs and

informaticn requirements., For ite part, PCCI will be responsibile
for company profiles and asscciation-related activities, To
date, FCCl has received one computer but no cther zzcistance,
although thew expect cther equipment such as = mimeographing
machine,

D
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Information supplied +rom MTI-BFT will consiszst of trade
statistices, jizstz of fareign buvers and liste of manufacturers,
and markst intelligence, BFT need for the computer was based on
the premize that fact moving informaticon je required for market
matching,

‘The original plan was to set Up the system im Manila and
gventually 1ink up with the regicns, however, zome Business
infarmation Centers (EICe) have zlready acquired computersz before

the TIIE system was fully set up.

Businges Informztion Centers (BICs)»

The Business Information Center program has as its principal
cbjective the dizsesemination of trade and buzinecss infocrmaticn to
SMEs. The BIC was to be & channel af PCCI and the MTI‘= Trads
and Industry Informaticon Exchange praject to pravide apprapriate
data required by SMEs in the SMED project regicns.

NN

1)

A3 & result of SMED project zupport, fifteen Bucinsss
Information Centers have besn inaugurated. The large maijority of
centers received modesot funding and wers farmally
established cnly in the thinrd quarter of 19385. To date, the
funds have been used Frincipally for the purchase of equipment
and computers for informaticn transter, typewriters, and
phaotocopy machines and for scome workshop and seminar activity,

Uver the courze of the project, the BICs’ function has been
expanded to include: ¢z services xs FCCI secretariat; (b)) as a
data bank and librar»; and (c) &s a zource of centralized
services, e.g. telex, typing, printing, duplicating., & secretarsy
aggneral was to be appointed to head the BIC, aszisted by two

staff member

The BICs were ariginally conceived to CRperavs as independent
units. Howsver, the BIC:z have come to be based primarily in the
of the provincial chambere of commerce and industry, or
1 Businezs institutesz, This development may have. served
ase the operaticonal viability of this initiative,

(O]
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Three fundamental iss
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Regional Chapter Cevelcopment

I'm 1724, FCCI FRegional Affairs Divizian initiated
activities to ztrengthen the ties of the private sector in
regions cutside of Metra Manila, particularly in the SMED project
regions, Tasked to spearhead regianal chamber dewslopment, PCCI
made preparaticnz to support SMED‘< program development., The
Committee an Cottage, Small and Medium Enterprizez of PCCI has
been relatively less prominent in regiconal develcoment,

First, the need to develaop an information baze necessitated
the updating of memberzhip rosters and lizting of sectoral
affiliate organizaticonz. To date, PCCI has identified a total of
1 local Chambers of Commerce and Industry (CCIl=z) throughout the
Country. This figure represents the actual number of existing
local CCls, including the FCCI axffiliates and membiers and non-
members. In Appendix no. &y Table I provides this data with a
breakdown on & regional baszis.

O program targetted assistance to the following:

The ZMELC
Iy Wy WI, KIT. Out of the €1 identificd icocal CCIg,
|
+

Regiaonz I,
the 3SMED Re

incorporate 34 CCls {zee Appendix &, Table 113

AN
on s

which accaunts far approximately 42 percent of the toctal CCIz,

The balance, S84 of the tétzl or 47 CCIs are distributed in other

regions {see Appendix Sy, Table I11Iy, )

Largely at the initiative of SMED, with the collaboratian
of FCCI and the support of the regionxl SBAC staff, 1 secretariat
serving both the Sicol region and the Albay province was
established. While the financial self-sustainability of the
regicnal chamber remainzs an issug, the Bicol /&lbay Chamber has
been active in erganizing chambers throughout the region. For

example, chambers were developed in Naga City, Iri
Rinconada, Camarines Marte, Catanduanes, and Darag
while the Zorsogon, Bulan and Masbate chambers were
"‘revitalized"., The SMED project alsc assisted in the development
of the SKlan Chamber of Commerce and Industry.

ga City and

in 1785,

.

Such praovincial and regional chamber dewelopment iz &
pozitive zign, However, it iz unclear the extent to which thess
new chambers are cffectiuvs lang term participants in regicnal
chamber activities and are representative of the private sectear
in the regian,

%
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The SMED projzct also initiated the organizac.er af

Fegional Management Implementation Secretariat CEMISY in Cotabato
Cityr, hﬁﬂded By the Fegicnal FCCI governar.,  The walidity of

& SMED program activity iz questionablz, FRegion XI1
abmrafur- interviewed were confused by the SMED
thiz project and were urnsure of the long=-term

¥ of the RMIS without adequate local imstitutional
linkage and zecretarixl suppart.,  The tremendous distance between
the province in Region Y11 creates & structural protblem from the
wery ztart, I'n 1925, SMED sbandaned the |dezx of FMIZ xe an MTI
actinvity, &l PCCI related subproiects funded by MTI are to be
converted to Buzineszs Information Centerz (BICe),

sustainabilt

uy i o 3

L. Trendz in Chamber Development

T

From 1FEZ te 19848, there were significant 1anges in the
chambers compgrising FCCI memberzhip, In {782, m enb rehip
fotalled 13 and increased to 23 in 1784, In 17 ?o. xhere WAE &
marked progrezz with the doubling af the memberzhi to & total of
48 member CClz izee Fppendix &, Table 43,

The SMED regians sxhibited drnamic growth in the number of
CCle awver the project pericad, For two recorded ¥ears, FCCI
xffiliatez in the SMED regions remained nant. In bath 1782
and 1284, anly five memberzs were «f£i1]z But by 1924 the
number of affiliates had increaczed by & five times.

rr;lﬁ

Im termz of performance, the pravincial chambers in the SMED
regions exhibited a bettepr revival trend betwszen 1934 and 1738

thnn the rest of the regioni, with 1% CCL affiliaticns ac

:ompmreu o 2ix affiliates fram the other regicons (zee Appendix
$y Table &), In the SMED regionz, ten nan-members remain to be
affiliated, which i= roughly 30 uf the tobtal non- participating

CCle (see Appendix Sy Table 2,

In addition, a comparizon cf the 1734 figurez of the total
rumber of CCle compared with PCCI atfiliates revealsz that the
conversion of non-members i< higher in the SMED regions than in

the other regiconz (see Appendix &, Table &3,

Mationwide potential for further PCCI chamber arowth exicts
2 33 non-member chamberz, ar 484 of the totx) urniverse, could be
ffiliated in the futurs (zsce Fppendix &, Table 7.

i

o
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sectoral Azscciation 2ffiliates ta FCCI
rize in number from fifty-ane in 1982 to engrt>—n|n~ in 1?86 {See
Appendix &, Tacle 1#), Howewer, these asscciatione are baaed
exclusivels in Manils ¢see Appendix &, Table 117,



Thiz gensral trend of significant groawth in chamber

i
development wis confirmed by a =
i

#ries of structured intervicws
with the heads of szeven provincixl chambers in the SMED regions

including ane non=-PCCI affiliates. Howewer, the emergence of the
Megrcos Busineszs Forum in Bacolod City of Region YWI, which is &
non=FCCl affiliated busineze association, suggests that FCCI |
not slways the

single woice of industryw.

ot chambers and associaticons had teerm in Zxiztence
=t had been dormant until 1984,
ooorganizational develooment,

Nearly all
for more than ten #2arz; howewver, mo
when increased attention was Qiven t

In 1733, none of the inverwiszwsd xzscociations had any staff,
not even & secretary. &l relied an the volunteer help cf the
chamber leaderzhip, usually the leaned secretarial support of the
Chamber prezident. 1984 marked a substantixl crganizaticnal
change for the interviewsd members, Four of the szven had a
Secretariat, conszisting of three teo four paid Chamber emplaorees,
The majority cof these are administrative or clerical emplaress,

The other two continued tea rely on the vwalunteer support of the
leaderchip., '

Membership has increased substanmtixlly in half of the
chambers surveved in the SMED region.  In two, membership
remained stable, although there was = strong interesst in
¢ipanding the memberzhip base of the chamber in five of the s3ix
Chambers surveved. In 2ach cf the chambers, the Frecident cited
the economic crisis of 1985 cnwards as having & very serious
effect an their membership s wiability,

The source:z of chamber Tinancing alzo changed cornsiderably in the
1784 to 1788 pericd., Twa thirds had received funding from the
Center for Imternational Private Enterprise (QIPEY, a proaram

managed by FCCI to Support regicnal chapter development. This

program spacifically financed the sta¥fing of the secretariatzs in

the chambers., Half of the chambers intervicwed had received SMED
funding, principally ta support the establishment of the Business
Imnformation Centers, Frevicuely, chamber activity was financed

almost exclusively by membzrzhip dusz, ranging from 258 to &Sa

pesoz annual v,

Training and dialogue activity increaced significantly in
211 those chambers with funding =ither from CIPE or SMED.
Conzistently, the services mentianed as having the grezatest
spread effect were the tax seminars; dialogues and netwarkKing
serYices available through chamber contacts; and the "Improve
Tour Businesg® pragram. In the four chamberz with dialoguesz and
Seminar activity approximatel s half of ccsts of theze activitis
Were cowvered by fees for participation in dialogues and seminar
while the ather half was cowvered with SMED or CIFE zupport.

m
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Half of the chambers surwvewsd characterized SMED accictance

as "poor", though two found
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A ocritical factor inm this provincial chamber development has
beern the Center For Internaticna) Frivate Enterprise Srogram
CCIPEY. Though coming much later than SMED, the CIFPE program has
made ite prezence Feolt resulting in tangible material sutput )
dezpite the zhort term digestion pericd. Fepr example, each of

the SMED regicons, az well as Regiaon I11, ncw has & secretariat.,

Fnother factor has been "Imprave Your Susifeszs (IVES
Frogram".of the Internaticnal Labor efficz., Thiz iz & project
envizionsd to assist the Emplorers Confederation of the
Fhilippines (ECOFY and PCCI ta develop an sffective and efficient
network of regional chambers of commerce and industry by
upgrading existing businezzes wha comprise their memberchip, IYE
workKshaps have besn conducted in Tuguegarao and Cebu City tao
date, and wil)l te caonducted naticonwide by regional CClz.

Ancther instrumental factor hRas
Busirness Actiaon Group (EBAG). PCCI established EAG to ensure that
rezalutions and projects identified in the 11th Fhilippine
EBusinezs Confersnce wers being implemented, [t is composed of
FCCI and government cfficials tasked with the rezponsibility of
implementing the Fezults of the itth FBC., Each region haz &

bezen the crganization af ths

Fegional Businesz Action Group (RBAGY, which meets regularly to
follow up an regicnal proajects,

Finally, & fundamental iszue = the extent to which this
chamber development ic x "rezl® phencmencn which will resuit in
&n increaze in s=ffective participation by the provincizl chambers
with am impact on policy and firm roewth in the SMED regicms., It
s too early to asseszs what has been the effect to date, except

to zay that there has besn a significant increasze in activity.
The emergencs of *he very actjue Negros Businzzs Forum with no
cutside funding raises the iczue of the FPCCI az the anly channe)
for support for o ndu Stry association devs) cpment,

In addition, an izsue of caoncern in the lang term iz FCCIZs
commitment to reqicnal chamber development., &t the prezent time,
PCCI &= am institutian ie concerned with the impor t
liberalization program, with labor jzsues, and the aerneral
tnveztment climate, Regiconal expansion appearsz to be x Secandar)y
izzue for PCZI, which may hawve implicaticons for the project in

!
the Ffuture,

2. Sectoral Association AFctivities

Aoprincipsa be of the ZMED praject iz that industr
afsociations can cperate as effective conduits of zervices to the

emall busin
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With regard to sectora) industry associations, SMED has
developed project activity with national chambers including the
Chamber of Furniture Industriszs of the Philippines (CFIFY, the
Fhilippine Chamber of Handicraft Induztriez (FCHI), and the
Philippine Exporters Foundation; TPEFY.

At othe regional level, the praojsct facilitated the
development of the Cagaran VYalley Chamber of Furniture Producers
Assaciztion, the Cagavan Valley Federation of Gifts and Houseware
Products, and the Baguic Zilwer and Braszz &zscciation,

1 Chamber of Furniture Industries af the Philippines (CFIPY

CFIP is & maticrwids: organization recognized by the
Fhilippine government =z the official bady reprezsenting the
furniture zector. Organized in 19245, CFIP is alzo the only
furniture manufaturers’ xezaciation in the counmtry., &t
present, CFIF iz involusd with the suppart of the
Qovernment, in furniture export development pragram in
rézpaonse to the increazing interezt of foreign furniturs"
manufacturers and dizstributors in Fhilippines products,

Far foreign imparters of Philippine furnmiture, the
Chamber extends assictance by providing information an
Froducts, prevailing prices, étc., and arranging appropriate
contactz with jte memberzhip.

CFIP haz grown significantly zince its inception in
1964 ta 228 member< today. From x purely Metrg Manila-based
operation, it has espanded itz regional chapter memberchip
Fram three in 1972 to gight in 1981 to thirteen in 1524,

Appendix 7). Its Manila~-based membership has declined
argel> as a result of the gConomic cri=zis,
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Te adapt to the demand of the current zituation, there
ts need for funiture makers to go bevond the informal and
traditional waws of hazndling their businecs, In Keeping
with thisz obdective, the Furnmiture Development FProgram (FOP)
is being implemented by the CFIP and Supported by ZMED,

el

g

The program
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- o espand the service:s of tRhe CFIF to its members; and

- to increaze the productivity of the furniture sectar
through improwved product Knowledge and develapment.



The major activities under the Frogram include:

& Fublication of a monthly journil for *he industro

k. Chapter formation in the different regicns

= Inventary of manufacturing facilities, ram materials,
zKills and cthers

d. Identification of common nes=dz and prolems of the
industry

e, Development of a training program

f. Strengthening of the sector’s linkages

Cla Organization of 3 Data Center.
CFIE the principal instituticonal facilitatopr far the

—-

implementation of the Program,. sssicsted bw Leverage
International (Consultant=y,

: A memorandum of agreement was zigned by CFIFP znd MTI in
August 1985, and £31,060Q pesos in praject funde were
released in June 1934,

As of the present vime, FOFP brochures have been
diztributed and the Eucniturs .Joupcnal has been started, The
main thruzt of activities, howsver, is imstitutional
Jevelopment beoth of CFIF and its regional chapters which can
22rve s effective comduits of azsistance tca members in the
regicons. As in the case of PCHI, the profescsicnalization of
the aszsociation to eansure its survival despite changes in
leaderzhiz and individusal membiers is seen by CFIP &s the
major objective of the program. Howewsr, initistivez by the
SMED project to directly develop regional asscciaticns in
the furniture industry such as Cagayan Valler Chamber prowved
destabilizing to CFIF” regional cutreach program, '

"

"
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b. Fhiliprineg Chamber of Handicraft Industrieszs (PCHI)

xI.

FCHI s anm associztion of handicratt producers and
dealers and related zervices, It was established in 1947,
and currently has abcout 158 membere, Roughly S6 percent of
its members have been with the Chamber for the paszt 14
ars, and i iz estimated that FCHI meinuers account far
about cne-third of Fhilippine exports of handicrafts. FEHI
maintains a secretarixt at Fhiltrade Center with = permanent
staff of four emplowvees.
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Most of the activities of the Chamber consist of
participation in dialagues with the government in areas
concerning handicrafts and SMEs, FCHI also runz the "Export
Pavilion", & shopping arez where members rent booths far

i

their products, & percentage of zales iz paid to the
Chamber, largely as a recult of which FCHI bBuilt up a2 fund
of about FL millicon, In 1955 the POYI Rezezarch and
Dewelaopment Foundaticon was et Up with theze fundes, The
Chamber hzxz zlso run zome training seminarz, and

major achtiuitw jz azsisting memoerz? participation in
intermational trade fairz, such zs the recent Wearld s Fair

in Vancouver, Carzada.

diszeminatez information relevant to jte membier=z. Ancther
i
V4

FCHI waz ane of the original asscciations identified ac
a principal conduit of SMED services. Discusszions betwe:zn
FCHI and SMED dzts back to the ztart of the project al though
& Memorandum of &greement was sigred only in September 1985
and the funds relexsed &t the =nd of June 1934, The MOA
identifies a number of activities, namely:

1. Chamber development

z. A baseline ctudy of raw materials

N Froject "HARVEST" on the development of communi ty-baced
Froduction centerz as suppliers for PCHI memberc,

4., Apccent on design project

S, Training workshap series

&, Domestic miszicns

7 Cottage Industry Techrnolagy Cernter znd regicnal CITCs

&, Regional training committses '

7. Speakzrs recistry.

The mazjor activity, however, iz the baceline suruvey of
raw materials to provide information on which tao bhase

prodections for handicraftz production and to quide
aovermment policy in thiz aresz Since the funds were only
released to PCHI in mid-dume | &, the prodect iz just
starting. With respect to the ather zctivities mentionsd
above, FCOHI iz anly expected to encourzge its members toc
participate,

L d

The Chamber zupports the idea behind the SMED project
of strengthening asscciations. & problem cf assocciations is
that lesaderzhip iz transitory. To enzure permanence the
staff must ke profeszionalized, and thiz iz where they wanted
Sistance fraom SMED,  PCHI feels, hawever, trhat the
iginal concept of SMED has been lost as it haz gone ahbead
© support other projects, including zetting up rival
ectoral associationz in the regions,
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PCHI
to zet up
activity,

has anly cne Ehapter in Pangasinan and would like
ancther but dasz not have the funds to sustain thisz
FPCHI wanted tao organize product groups within

FCHI but ZMED has #ncouraged the formaticn of separate

groups,  |J
SMED, thew

Be
relaticons
activities
continue d

[n]
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3. PRl

The F
assoCiatio
with SMED
February 1
date, SMED
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htirely &
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1974, Ey
to have He
CORE. #&s
(Na. 9922)
ministries
Transporta
creating P
sSevern minj
represent|
zectors,
Qovernment
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1.8
least 5,00
contrast

members ar

of chjecti

i

hen these groups are zot up with z2ssistance +rom
do not then want to wxffiliate with PCHI.

¢ of the lzz:z than satisfactory worlking

ip with SMED, PCHI i= somewhat skeptical of it=
al though they remain willing to cooperate and
izcuszions concerning the SMED project.,

Fpine Exporters Foundatian ¢(PEF) -

hilippine Exporters Foundartien CFEF? iz & new
n of exparters, which was =zet up in January 19725
funds. Fart of the fundsz were releazed in
783 and part in December 1?83, To
funds are =til) being utilized in PEF cperations,

#tting up of PEF appearz to have brer almost
palitical decizion. The rival crganization,
ion of Philippine Expaorters (COPE), dates back to
the admissicn of beoth FEF and COFPE there appears
=n disagresments betwesn MTI and the leaders of
& result, FEF waz zet up by the Executive Order
signed by President Marcos, ordering zewven
(MTT, Agriculture, Matural Rezaurces, Finance,
tion, the Central Bank and BOI) to cocperate in
EF. The Board of Trucstees of PEF conzist of thesz
sters, plus 14 private sector members.,
ng various asscciations of the ceven priority
Hence, while & private associatioan, PEF hazs heauvw
inuoluvemernt,

esent FEF has 209 members, a)though the target j=

08 members. In terms of potential memberz, there are at
<,

@ ewporters lizted by the Central Bank. In

OFE heasz about 49 members. At leaxst 28 of PEF‘z

& also members of COPE,

The twa crganizatians are virtually identical in terms
Ves, although FEF only admits exparters as members
while COPE haz members drawn from affiliated zectors such zs

inEurance,

shipping, brokerage, and so faorth.
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A review of FEF membership shows that |t j= campccsead
of the major exporters of the Seuntry, including many
multinationals and large companiss, although it aleo
includes zome medium—sized companies,

0o

The objectives of the FEF are:

1. maintain continuous cammunications betwesn
government and the private secter

z. Crganize and plan activitiezs to benefit exporters
i Frovide an avenue for arbitration among exporters

and importers -

While FEF's major scurce of funds at prezent are the
SMED funds, it expects to be felf-sufficient from
membership dues cnce it has gnough members. There were
also plans for PEF to be supported by a subzidr from import
duties, but this &pparently haz not materislized.

After the chamge in government, PEF jnitiated
discussionz tg integrate COPE with FEF, Thers is, in fact,
Aiready & memorandum of agreement to join the twe
Scrganizations although nothing has been finalized,

FEF lists the follawing accomplishmerts:
1. Ore-stop expaort documentation center: Located at

Friltrade, this center eliminatez the need for
exporters to go to many affices =zeeking the
hecessary permits to export. Exporters have to go
to &t least 2 ar 4 agencies to get permits, e.qg.
EBIR, certificate of loading into cuztoms,
inspection authorities, certificate of origin,
ete, According to FEF about 100 exporters per day
avail of the zervices of the center,

2. Tax-rebate center: Located at BOl, thiz center iz
meant to handle rebxtes an imported raw material
components of exports, Exporters have a choice ot
availing of this service ar nat, since rebates
under the center’s swstem may or mar not be 1 Quuer
than under the old system. FRebates under the FEF
System are generally Bereficial to garments and
electronics exporters and =0 theze sectorse tend to
be the ones availing of this SErvice,
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. Elimination of cxcoart commodi ty clearance

9, Liberalization of "diztant water fishing" tax:
thers was formerly'a tax on fishing bzrond the 2-
mile territorial limit because the catch s
considered to be imports and hence subject 7o
import taxes.,

1

Berzfitz from thesze are availabls to al 2YEpOr ters
whether membere of FEF or rat, COFE admit O having kept &
low prafils in the past few rearz becauze of the politica
gnvironment, but claims that jt had started dizcuszions
about ths cne-stop export documentation ceriter in previcus
¥zars,  COFE also intends o be much more active given the
change in government.

1

Support to FEF comprised the zecond largest allccation
af SMED < funds (19 of all funds released from the loan
particony., Giwven the apparent duplicaticon of functions and
membership between PEF and COPE &z well zc the composition
of FEF's members, SMED’ = invaelvemesnt in PEF neede to he
#valuated. While there may be room +or more thanm one

industry &szociation, thiz ie probably better left to market
forces to decide rather than govermnment initiative,
Furthermore the Froject does not seem in line with SMED” ¢

focus on 3ME=,

4, Fegional Sectaoral Aszociations

ME & result of SMED project financial and technical
assistance, three provincially based sectaoral asscciaticons
were esztablished. SMED and zspecially the regional SBaC
staff have plaved a central role in the development of theze
azsociations., While each zssociation hasz different
requirements, the principxl use of SMED funds has been ta
cover the initial eperating expenses, the acquisition of
basic office squipment, training activities, trade fair
participation, and prometional publications for buwers,

In zach caze, the bazic concept of establishing thege
azscciations as conduits for subproject azsistance to the
wood furniture industrs», the brass and silver industry, and
the handicraft industry =z gocd.  However, the wery
incipient intituticnal Capacity of these aszociaticns raises
several izzues:



First, in these regiaonal sectaral associatlons, there
are differsncez in firm 2izZe, with the majority of firme at
the cottage or micre level, The problems and technica
requirements are somewhat different for the Cottage relatjve
te the =mall and wers few medium=-cized tirms, Theretore,
the access of the =maller firms Appearzs moare limited,

Second, ther: Ras beern 2 Jack of ip- ~depth analvzic of
the needz and requirements of =mall producerszs in theze
industricz, The most critical requiremesnt IS &N assessment
of the markst Potentis]l of the Froducers in each of theze
CTazec,

Third, the'ectluiti undertaren to dat which have

M
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QEnerxted the mozt inter £t have been those related tg
markKeting activity, The accezs to the Manila markert
#xtended 2z a resylt ot their Participation in trade fairs
in AT Mall and #lzewhere, as wel) as factory wizits in
N«nnl_, resulted in concrete results in the form of
increazsd zales, The regional producers and buyersz center
Bazed in Tugusgaric gensrated relaity 2> lessz interest than
bhe accezz to the Marila market,

The zectora azsociaticn develapment activity is most
effective when it Builds on a common profilem of critical
canczrn identified by the members. The proposals for common
Kilrn drier zxnd input facilities for the furniture industry
represent inmitiativez jn thizs directian, Howzvuer, the

marketability cf thece Froducts iz & factor which should be
carefully azsesc ed, prior to extenszive promoticon of
dzsociaxtion project activity,

I sum, maore handz—an sector specific technical
expertize should be available tao Jevelop assaciaticon projisct
proposals to increszze the potentizl for an =ffect cn the
membershipe” gnterprice aperation.

in azscciation development,

“fhip growth trends zs exch
stablished 10 the Jast two
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B. DOMESTIC MARKET DEVELOPMENT PROGRAM

SMED has undertaken a2 number of projects in the area of
cmarket development.

Market Encounter Goes to Manila (MEGHMA )

MEGMA s & buyers’ fair, where praoducers from the regi. ¢
have an cpportunity to zhow their wares to buyers from department
stores and cother retail ectablichments mostly from Mztro Manila.
It was a direct gutcome of the foreian exchange cricsis in late
1783, as & result cf which retailers who were dependent an
imports for an estimated 48 of their merchandise were forced to
consider domestically produced goods. The firet Fair was held in
March 1984, It was oroanized by a group composed of the Bureau
af Demestic Trade, the Chamber of Philippine Department Stores
and Retailers, the Philippine Association of Supermarkets, Inc.,
and NACIDA.  SMED involvement started with MEGMa I when it
contributed F222,800 to suppart the praject. As a recult the
Executive Committee of the Fair was expanded to include SMED, the
Cesign Center Philippines, and CITEM in the second MEGMA.

In order to upgrade the merchandise and ensure their
saleability, pre-fair activities constitute the bulk of
assistance to SMEz. Roughly two-thirds of the budget is gpe
prior to the fair to finance teams composed of & designer, &
merchandiser and a member of the MEGMA secretariat, who asei
producers select procducts that will eventually be digsplared a
the Fair. In the four MEGM&S thus far, 247 producers have
participated, generating a total of P&82.2 million in zales.

t
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At SMED s incistence, a MEGMA Foundation was formed and &
trust fund set up which will eventually makKe the event a self-
zustaining activity. '

While the MEGM& project may have e¢trong spread effects,
there is a nzed to examine it in the light of the objectives of
the SMED project which is to dewvelop private cector initiatives.
The role of 3MED in the project appears to have been zolely that
ef & financier of =z semi-governmental initiative. The major
input of ZMED to project design was to insist on z foundation.
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Cagayan Yalley Froducsre and Buyers Cernter (CVPBL)

The preoiect cbjectives af the CUFEC are to help the waod
furniture and gifts and housewares producers of Regiaon 11 market
their products, and to initiate product development activities in
these sectors. The basinc strategy for attaining the objectives
was the ectablizhment cf a center, canzisting of a 146 =q. mt.
room in the CIADP Building, to be & salec and display center, and
to provide a venus for informaticn exchange and product
development.

The SGY Operations Review pointed cut severs] critical
factors which inhibit the success of the center. In terms of
being & successful marketing operaticon, the target market has not
been clearly identified so that strategices are not focused. The
praducts appear to have little competitive advantage wiz-a-vis
other supply ceznters, {for example, the Pampanga furniture
makersd)., The center ic located far Cabiout SHE Km.) from ite
major market and no distribution facilities exict. While
promotion and advertising are similarly inadequate, these
presuppose the markKetahility of the product to begin with., Given
the points raized in the 3GV report and interviews wjth
Association members, the basic wiability of the oroject seems
questicnable.,

Domestic Market Development and the SMED Fraject

Regarding MEGMa-type activity in the SMED Project, as Brown
(Brown, "A Report on the Marketing Constrxints. for Provincial
Small-Medium Entreprencurs in the Philippines with Some
Suggestionz for Frojects and Further Research", December 1522.)
points cut, marketing Knowledge, perhaps evern more than
Froduction technaology, iz highly industry and firm- specific,
While on the sbstract level there are similarities, market,
industry and firm-specific data je required to achieve & matching
between producer and turer. The process of bridging the gap is
made ewven more difficult in & country 1iKe the Philippine where
phrsical distance and an island configuration separate markets.

There iz na way the gqovernment can possibly gather the
informaticn base to be of extensive help to a typical csmall
business, who doez not Know what he ie looking for to begin with.
Almost by definition SMEs 1ack the resources to do their own
market reccarch to find out what Will <ell, how to sell, and

where to cell, 4 trading mentality prevalent among SMEs also
Causes great secrecy and diztrust, Furthermore SMEs cften 1ack
the managerial ability to cee opportunities and to capitalize on
them. '
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Under these circumstancesz, the visible specifics of cuccees
stimulate replication. MEGMAS are highly specific demonstraticn
projects. Morecver, by subsidizing the initial linkage betwsen
producers and sellers, they are able to break the vicious cycle
of & poor product leading to an inability to sell and thersfore
no money for investment to improve the product.

The market develaopmsnt projects of other aszociations might
usefully be mentiored at this paint. The participation in fairc
of the Baguio Silver and Brass Association and the Cagayan Valley
Federation of Furniture Manufacturers, (for example, at Quezon
Citr’s Ali Mall) are example of a similar activity. fgain, these
seem to have been succeszful from the point of view of the .
producers concerned in that it exposed them to markets which they
would not ctherwise have been able to acceez without the
financial and technical support of SMED and the SBACs., A&
result of the success of thie type of venture, in at leas
instarce (The Baguic Silver and Brass ficssociation) the
association was strengthened both financially and because it had
tangible activity to show prospective members,
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Activities such ac these make subsztantial contributions to
the SMED project. In cases where the level of institutional
devslcpment iz low, "specific activities with vieible and rapid
signs of succese are important in spurring institutional
development., 0On a more general! plane, such projescts have strong
‘demonstration effects, which are importanmt in encouraging changes
in attitudee ta risk-taking and to change in general which is an
important part of assicstance to SMEs.

There iz also a rneed to reexamine SMED’s - invaolvement in
MEGMA from the point of view of the project s ultimate aim of
institutional development. The contribution to MEGMA WaE a
substantial 8.2% of SMEDs total net obligated funds. OQn the
other hand, SMED appears to have centributed 1ittle to the
prodect decign &lthough it was instrumental in the setting up of
& MEGMA Foundation., It is dezirable to integrate SMED’<
activities in the area of domestic marKet development more fully
with the ather clements of the project, such as having & mare
solid link with regional associations and perhaps other SMED

activities in the regicns, say, a link tc 3BIs training focus.
Given the present Capabilities of SMEz, domestic marKet

develaopment, more than gxpart praomoticn, is & Key area in SME
aszicstance and one with seemingly large scope far institutional
develapment.

On the cther hand, prajects such
Producers and Buwers Cenmter = ]
feasibility,



Thie points out & major flaw in SMED’s project
identification and decign and the need for « more analytical
approach to the whole question of subprojecte and demorcstration
activitisc

*€y qiven the basic chbjectivee of the prodect as & whole.
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c. TRAINING RELATED PROGRAM

The trzining programs supported by the SMED project conzist
of emxl] business inctitutes and regional training committees.
The dewvelcpmant of emall businecs institutes is the most
significant training initiative in terms of funding and
subproject activity., As of June 1984, SMED disbursed & total
2,827,088 pesos for training re.ated-subproject activities,
Eighty=-nine percent of the total amcunt distursed was released to
small business institutes inm each of the five subproject
.regions. The balance supported the development of a Regianal
Training Committee in Regicn II (Tuguegarao? a3 well zs an
incipient cone in Regican WI (Bical).

Small Bucinese Irstitutes

The abjective of SMED in developing the SBI program was to
establish training institutes in the project regionz, which will
offer management and norn-technical courcses for small
entrepreneurs, SMED conceives of thece SBls as Jaint wentures
with private organizations, in which the lead partner i= an
established university or college. The aim is to incorporate
into the advicory toard ather private entities, including
zectoral associationsz, civic clubs, industry chambers or PV0s, ar
well-Krnown individuals reprecsenting the private ‘sector in theipr
perzanal capacitw,

A total of eight small businesz institutes have received
funding, and been inaugurated or affiliated to the SMED, <cince
the initiaticon of the project; three in 1924 and five in 1985, &
ninth has yet to receive SMED funding, but they have already
undertaken project activity based on their memorandum of
agreement with MTI. These SBls include:

Bicol Small Business Imstitute, Aquinas University,
Legaspi City;

Certral Mindarnac Small Buszinscs Institute, Motre Dame
Uniwersity, Cotabato City;

Extencsion Institute for Small Scale Induztries, St. Louis
University, Baguic City;

EY an YMalley Small Businesc Inetitute, Cagaran College of
u .

ay
vegarac, Tuguegarac:

—
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Western Uicaras Small Businecs Institute, Central
Philippines Uniiversity, Ilcilg City;

“t
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Inztitute, - Megros Economic

Western Vicsayas Small Businesz
tad ity

Development Foundaticn, BRaca

Bicol Small Busine
Fhilippines, Iriga

>

s Imstitute, University of Mortheastern
City:

Ilocandia Small Pu*nress'lnstitute, Luzon College, Dagupan;

IMoecandia Smal) Bucirness Institute, St. Louis Mniverszity,
San Fernando,

* Mote: Froject Actiwity has take

n place, but ZMED funds
have still mot been relea: t

’
o the EBI.

The Bulk of thiz financing has been for basic infrastructure
and equipment; training activitie 53 &nd modest honoraria for non-
governmental trainers,

The executive dirsctor and in some caces, the entire board,
of esach of these small busimess ins titutes were interviewed by
evaluation team members in field wicite to the five regicns., 1In.
additicon, operational reviews of a number of SBls were carried
cut by 36V and by DF. Frank Scott, anm IESC consultanmt valuntesr.,

Our assessment of these SBl: confirms many at the
conclusions of these previcus reports. The repart by the I1ESC
conzultant stated that, "the SBI projects which have exhibited
the most progress have the following similarities" .

i, & mature, buziness-management oriented director wha is

and has been active in civic crganizatione;
2. close collaboration with s progressive active college
. or unijversity;
3. a Board of Directors well celected for theair leaderzhip
and community influence;

.4, statfing (training and recearch) selected b» the SBI
Director, that has =xperience and iz re esourceful

S a strong, supportive ZBAC; and

4. available and adequate physical facilitiec."

The capability of cach of the SElz to cervice small busineszs
varies considerably. Four 5Bls had initiated no or very limited
training activity since their ectablichment. These included the
Cagaran Valley SBI; the Ilocandia SBI in Dagupan; the Western
Vizayas SEl - NEDF; the Bicol SBI in Iriga City., Each cf thece
SBls lacked an integral link te zstablizhed university with
active extensian activities, and lacked adequately trained
staffing capacity.

on
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The four 5BIz, which wers able to significantly expand their
training and consul tancy actiwvity, were 5EBlz with the above cited
Characteristice. In addition, theze 5Bls were attached to
university with & strong interest in cammuni ty extensian
activities and with the will to cower part or 211 of the salary

costs of the tschnical ztaff cf the SBEI.

One constraint menticoned consistently by all SBI executive
directors was the consziderable delay in the receipt of funds
under the 3MED praject. This substantially undermined the lewe)
of training servicse, ezpecially in those cazee inm which a
university was unable to advance the 3SBI funds in anticipation of
future recaipt of the SMED project support., In additian, the
Ministry requirement that funde be authorized only for & given
calendar »ear, and dicsbursed cn quarteriy basis, was a
destabilizing factor in the long term planning of thecse
instituticons.

Seven of the eight SBI executive directors interviewed
characterized the servicss of SMED as "poor" to "mocderate",
principally because of (a) the lack af defined objectives;

(B) the absence of adequate channels communication;

{c) confusicn cver the terms of agr ntz, especially the issues
of private sectar caunterpart and s compensation. OJne
particular problem was the lack of ier ity of the staff makKing
pericdic visits to the subproject The concicstent reply of
these ZMED officialz in responce ies wase "I will have ta
refer to head office."
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The celf-sustainability cf the SEIz i< questianable in the
long term. The revenues received from training activities, which
is the principal source of income generation, were insufficient
to build up adequate trust funds to cover long-term operational
expenses. Counterpart contributicons from the private sector were
anticipated in the memerandums of agreement with the Ministry of
Trade and Industrw, However, thece have naot been farthcoming
except from the universities themselues, In most cazes, the
credibiility of these 2Bls have to be develaped further before the
institution is in & better pesition to solicit zignificant
privats z=ctar counterpart funding.

The future development of the SEI progrem ie contingent updn
sewveral factors:

=S
training methodologiss, specifically caze

{. the provision of technical upport in the ar
i =
and conferencesdiscusceion approachesz
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. the pravisicon bf'technica] support to develap
- programmatic activity and financial systems with an
emphacis on developing an improved revenue generating

Capacity;

. the clarification of the coempencation requirements for
the technical ztaff of theze SBIs to ensure tre long-
term viability of the SBl and a well-defined and
suportive relationship with the affiliated educational
institution;

0

4, the further definmition of the client bxse of the 3Els
given the diversity of the Bereficiaries currentlyw
being served;

S, the provicion of suppert for Vimited recearch and
consul tancy services by the SBl, e.g. preparation of
teasibility studies;

é. an assessment of the market absorption capacity of
SBls, in thcoce regions in which mere than crne SBI js
programmed or established, xs well as the potential for
multi-lecational’ training established by SElz.

Regional Training Committee

This subproject activity was initiated on & pilat basis in
Region 11 (Tuguegarao), and is anticipated to ke implemented in
Region XI1 (Cotabatao) in the near future. The cbjective of the
Regianal Training Committee is to improve the cocrdination and
conduct of training programs in z given regicn, given the
multiplticity of training institutionz. For example in
Tuguegarao, reprecsentatives of the Nationxl Cottage Industrics
Development Authority (NGCIDAY, the Cagayan Integrated
Agricul tural Develaopment Project (CIADP)Y, the Small Businesc
Advisory Center (SBAC) and the Mational Manpower and Youth
Council (NMYC) agreed to form the Cagaran Walley Regianal
Training Committee.

Though the RTC in Regicon Il took substantial time to get
underway, the concept underlying these pilot RTCs is scund and
should cantinue to be supported.
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D. TECHNICAL ASSISTANCE PROGRAM

SMED has undertaken a number of programs which prowide
technical azesistance to SME producers,

Praduct Specizxlizts Frogram {(CITEM)

The Prcduct Specialists Program iz a CITEM progiram in which
product specializts from cther countries are brocught to the
Philippines to give hands-on advice to producers., It is
primarily geared tg preparing producers fcr the export market,
and hence is necescarily geared towards reasonably large SMEs.,

Financing for this pragram appears to have bieen drawn from a
variety of sources aside from SMED, for example, from the third
BEMI/Warld Bank Loan. SMED financed three specialists in 1594-
1983 which was the largest single allocation from the praoject’s
loan proceeds accounting far 12/ of the net obligated funds and .
15.4% of all loan funds released . We were rot able to get other
details on the program itself Caside from SMEDe specific
contribution) due to the unavailability of the project cfficer at
CITEM, .

Accent on Design ¢AQD)Y

AOD’s abjectives are to provide a source of locally=-inspired
decign ideas, assict in upgrading the quality of design teaching
and to dicseminate design information to domecstic procucers, it
is aimed at improving locally produced gocds, initially for Metro
Manila and regional markKets, xnd potentially far the export
markKets.,

The particular avenue of assistance iz providing advice aon
desian, calor, atz, to producers who wil] participate in Market
Encounters and fairs in Manila. It cperates in the five SMED
regions, working with those who have ‘never gone into exports and
have had no extenczive experience in market fairs. While
assistance is provided on the firm=level, contacts are made through
producers’ organizaticonsz.

Givern the type of producers they work with, DCP does nat
cexpect this twpe of activity to become self-sucstaining, AW is
the only praject where DCP works with this level of manufacturer,
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Local Ztudy Missions

In thie activity SMED financed twe groupe of producers con x
study tour of relevant production facilitiec inm Metra Manila.
The tourse wers scheduled to coincide with a burers’ fair, thus
@iving the producers an opportunity to cee the markKet potential
of their tvpe of productz. The imitial tour was for 25 woad
manufacturers, schedulesd to coincide with the Furniture and
Furnishings Week Fair. The zecond waz for the Cagayran Valley
Furniture Producer Chamber and Cagaran \Yalley Federation of Gifts
and Houcewares Producers: The total amount spent on the two
missions was PZ4,588. This expozure to Manila-based operations
had a good demonstration =ffzct on regicnal ly-based manufacturere

Project asziszt

i}
o

Project Assizt is the umbrella name: far utilizing recources
offered by variocus valunteer groups, namely the CESO and IESC.

The Canxdian Executive Serwice Qrganization (CESO) sent 3
volunteers to work with SMED in the areas of processed food,
metal and furniture in late 1925 and #arly 1288, The ckbjective
of the vizits was to talk to various groups in a specific
industry, identify problems and makse recommendatione.
Fpparently, however, not erncugh groundworkK was done prior ta the
arrival of the wolunteers in terms of a well thought cut agenda,
places to vizit, information to groups in the regions as to what
the program was &1l abcout and what it waz supposed to accamplish,
etc. In the end, aside +rcm talking to groups, volunteers zlzo
worked with individual SME=. :

A% a result, while the volunteers felt that some
contributicn had been made, there was a certain level of
frustration and disillusionment. & fourth volunteer was
originally scheduled (in handicrafts) but hiz visit has been
suspended pending the subtmizsion by SHMED of a definite, well laid
cut program acceptable to CESO.

The International Executives Service Corps (IESC) sent three
valunteers to work in the areas of wood, Small Busines=z
Institutes and the Philippine Yolunteers Foundation. The
e€xperiences of the volunteers were fairly positive. There were,
however, problems again in the adminicstration of the project.

Mot enough preparation and planning had been dore prior to the
arrival of the volunteers, including briefing prospective clients
on what the project was about, what counterparts wsre erpected of
the clients, & clear agenda cof vicits and so forth. For example,
the original terms. of reference of the wolunteer on wood wae to
assist SMEs in Region II, but he was eventully taken to other

Sé
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have maximized hi

regions as well., UWhile thi =
of initially» sugges
t

the fact that it wae not thoug
thorough preparation for his v

Reimbursements were also & problem. The ful) payment
. relating to the volunteer for wood wis made cwer & rear later,
and that for the wolunteer to SEBls in July 19285 hasz nat Desn
fully paid for to date. The experience of the wolunteer to work
with PYF was much more pezitive, largely because the ascsistance
was rendered in Manila, to a group of professionals, and IESC
arranged to receijue reimbursement directly from USAID.,

Philippine Uolunteerc Foundation (FUF)

PUF ie a lacal counterpart of 1ESC and CEZQ, When
Gperational, it will field velurntesr consul tants te provide
proteszional and technical assictance to SMEs., FUF was crganized
in 1985, and it zvailed of the services of an IESC consultant to
assist in sebting up the foundation and Pte &ystems., PUF je
still building up its skillz bank of consul tants and seeking
clients far its services., To date, nao velunteers have beern cent
out, although there ape a number of inquirises for assistance,

. Froject

n

Other Technica Assiztanc

D g

There s & number of other projects in the area of
techrical assistance to SMEs which are currently in the works,
For example, BMED iz working on setting up & foundation similar
te PUF in the area of techrical assicstance, the Technal agy—in=-
Action Faoundation (TIAF) , working with Wainer in Finance and:
Entrepﬁeneurihip \WIFEY in setting up a chapter in the regicons,
and zetting up a foundation for Junior Volunteers,

n "

Technical Aesistance in the SMED FProject

The above activities can'be divided into two mago: *tvpes:
fa) technical assistance by or through a government agency {ar
with very major governmznt inputsz), and (b) assistance to private
groeups which will eventually themselves provide techrnica
assistance. In the former, we can class the Product Specialists
Frogram cf CITEM, the &ccent on Design Project of DCF ang the wuze
of volunteer groups like IESC and CESO and the local study
missians arganized by SMED iteelf for its clients. In the
latter, we can classify the assiztance te PUF and efforts in TIAF
and WIFE. '
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While the farmsr groups of activities may involve working
with associations, the invalvement of aszociations iz primarily
as a beneficiary of services The point here is ‘hat the primary
purpcse of the SMED project iz so that "private sector
institutions, primarily PCCl and industry and trade aszociations,
have imprcved capacity to directly provide and act xs canduits
for the provision of extension se2rvices and demonstration

activities to SMEs". Ac menticned earlier, the CITEM project was

the largest single beneficiary of SMED funds. Giwven the SMED
abjectivee, there zhauld perhaps be less emphaszis on assistance
directly» arranged for by the qovernment, and more, or at least
equal, attenticn zand funds devcted to activities that directly
answer tne project’z objectives,

Qf the other hand, it =hculd be recagnized that projscts
like the Product Specialists Program and Accent on Desian have
indeed assicsted the SMEs wha were fortunate enough to avail of
their services., This assistance, aside from the benefits to the
8MEs concerned (and to the country far the foreign exchange that
they presumably will earn at some future point in timed, is also
useful from the point of view of stimulating demand for similar
types of assistance.

Wallender, in the paper sarlier referred to, points cut that
attitudes regarding technical aszistance are a major contraint to
EME activity in the ares of technology adaptation and change.
Partly this iz due to the weak industry expertice of qovernment
extencsian service for SME<, Fartly thiz is also due to the
undeveloped management capabilities of SMEs, who lack .
organizaticnal and amalytical ability to use information to
identify cpportunities and explait them, Another equally
impartant factor is that SMEs have wery poor capacity to bear
risks (even if only to produce a prototype product or to
experiment with rew designs) because their level of resolrcess is
50 low that the effect of failure would be quite serious.

As in the casze. of the domestic market development activities
cited earlier, under these circumstancez, highly epecific
demonstraticon projects can be very effective in stimulating
innovation and replication, not only for the client himself but
for his community as well., It j< the latter where spread effects
of such projects can be quite powerful. In support of this, the
cbservatian of DCP is that clinics workK only when success is
already demonstrated with individual firms. BSMEs appreciate
assistance when effects are highly visible and directly
attributable to such acssistance.



Herice, while there ic no doubt that working with groups is
more efficient, the difference in degree of effectivenezs at this
paint (given the stage of SME develapment) may be worth the extra
cozt of individual trainipg. SMEs may not be ready for group
training.

Laocal study missions widen the horizons af rural SMEs, AQ0D
exposes them to design Etandapds which are on an international,
ar at least urban, level. Wolunteers and product zpecialists
demanstrate, in & very specific fashion how to improve production,
manage records and what not, with a level of expertice that a
gereralist, 1ike SBAC or academic people, cannot hope to have.

However, the experience of some valunteers C(euch as that of
wood experts visiting the Cagayan Valley wood producers),
indicated that the level of technology in the regions may be such
that the most relevant technical ascistance would be that from
tacal experts. This, in fact, was cited as being a major factor
in encouraqing the FUF, Given this, and apart from the export
rbjectives of the Ministry, it may be more cost effective far
SMED to make use of (1) local expertes, and (2) voluntary groups
such as IESC, rather than the expensive CITEM Product
Specialist—type of technical assistance,

T

Junicar voluntsers help SMEs in & more indirect fashion, They
areé more directly helpful to the 5Bl as well as to themselves.,
3Bls obtain some aszsistance which precumably enables them to
better fulfill their functione, while the cstudent gete first hand
exposure to entrepreneurship.and smal) business, hopefully
encouraging him to join the ranks of SMEs.

In terme of the administration of the project, problems seem
to have aricen where SMED itcelf arranged for the technical
assistance for CESD and IESC. This points to the need for closer
monitoring and communications between SMED and SEAC staff who
implement the prodect. Miscommunication is very easy., People in
the region may be unfamiliar with organizations and exactly was
ie expected of them in terms of & well thought ou* prcgram. An
unfaortunate trait in rural arsas is lack of precision which
necessitates much more hands-on involvement of SMED staff witn
the projects than has heretofore been done.



Regarding the instituticnal dewelopment work being done
with WIFE and TIAF, there seem to be problems in getting the
projects off the ground. Going back again to the bazic objective
¢f the project which is to encourage private sector participation
in the provision of services, such as extension services to SMEs,
SMED might consider taking x more active role im the develapment
of the institution concerned,

Im the caze of WIFE, for example, the project prapcnents
very clearly felt that assistance was inadequate., SMED
ascsistance apparently conzicted of zetting up cne meeting in
Legaspi betwsen WIFE and a potential chapter in the region. In
Oagupan  SMED "put them ‘WIFEY in touch with two potential
groups"., Mcow both SMED and WIFE are apparently waiting for
something to happen, but not taking active stzps to make things
happen. The questicn ic how much initiative the private sector
and the public sector should contribute. While the private group
must obviously show initiative, the SMED project iz precisely all
about helping private groups to arow. Hence more actiuve '
ascistance from 3MED may be called for.

In the case of TIAF market it iz not cbuicus that a separaté
organization needs to be formed at this point, although 3SMED
feels that the is big encugh. As pointed out by TIAF’s
President, there are at lezst three other foundations in the area
previding technical assiztance ta EMEz, namely: PUYUF, the PCCI
Foundation for Economic Develaopment and the SGU Foundation.

Given the incipient nature of valuntary assistance in the
Philippines and the absorptive capacity of SMEs for this, type of
service, there may not bte a need for a separate volunteer group
specifically for techrical aszistance at this time,

On the came topic of appropriate rales and activities SMED
should undertake, activities like the Loca Study Missions appear
to be of assistance in getting SMEs to zee opportunities and what
they can do to exploit them. Yet the role of SMED in this
activity appears to be anm entirelyw passive ane., If this activity
is found effective, it might e "inztitutional ized" and made &
regular part of the Services arrangsd by, for example, SBl=.
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VI MICRO ENTERPRISE . DEVELOPMENT COMPONENT (MEDC)

In the ariginal project paper, this component was

anticipated to develaop, primarily in Filipino private voluntary
crganizations (PU0sY, increased capacity to assist micro
enterprises located cuteide Metro Manila through credit programs,
marketing azzistance and management ftraining.

When this project je completed:

PUO=z capable of assisting micro enterprises with credif,
markKeting and management training programs will be active
outside of Metro Manilx. '

Training programs will be developed to upgrade bacic
management =kille for micro ernterprises,

Sustainable credit programs will be established far micra
enteroricsce, '

Means of praviding relevant marketing assicstance for micra
enterprises will be developed, ' -

To fulfill thece cbiectives, it was prajected that:

SMED wauld provide financing, primarily through FUOs, to
assist micro enterprises meet credit needs and provide

extension services in marketing and management training.,
It was anticipated that the Micro Irndustriec Development

Program (MIDP) unit weould handie direct management of PUO

programs under the micro enterprices component.

mnnual action plans would be developed with the azsistance
af MTI’s MIDP ta serve as = tasis for execution of this
activity,

ce would be extended ta FUOs, mainly by
I contractor, to improve their extension
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2. MIDF will salicit propocals from PW0s for revisw by the
MIOP, the Marnagement Impliementation Secretariat and the
Gerneral Contractor, PUOs will enter into grant agreements
with MTI.

A conditicon precendent to disburcement of this Lomponent i S
the submizsion of & detailed implementation Plan, including
financial plane/ procedures and & standard agreement betwsen
MTI and PUCGs for AID appraval.

4. A monitoring syetem will be dewelaped,

An Ouerview of the Implementaticon of
the Micro Enterprice Development Component

The Ministry of Trade and Indusztry’z Micro Industries
Development unit was initially responsible for the implementation
of the micro 2nterprize development component of the SMED '
project. This unit, incorporated under the Rureau of Small and
Medium Industries (B3MI), had corsiderzble experience in
providing direct technical assisztance to micro enterprizes in the
Metro Manila area. For MIDF, the SMED project represented an
opportunity to develop the methodology of utilizing the
establiched expertize of private veluntary arganizationz (PUDS)
in regions cutside of Metro Manila to respond to the needs of
micro enterprises.

The concept underlying this companent was that PUOs are the
mast appropriate conduits to reach microcenterprises in rural-
areas, However, FPU0s tend to lack sufficient businsss expertice
to manage and operate microenterprise credit and technical
assistance programs. Therefare, training of PUO staff and
technical assistance in the development of credit srctems serving
micreenterprises, would ke required.

. MIDF developed = detailed implementation plan for the Micro-
Enterprise Component of the SMED project, which was submitted to
and approved by AID. Approval of this plan was a condition
precedent ta the disburcement of funds for this component. This
first implementation plan, though =till a planning document,
precented a coherent program for assicsting PUOs, Agreements in
principle had been made with a local financial institution to
manage the Micro Enterprice Development Fund, and preliminary
discuscions were underway cancerning the specifics of the credit
program. '
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In addition, MIDFP developed a proposal and solicited bids
for &« General Contractor to praovide technical ascistance in the
design and implementation of the micro enterprise component.

At the same time, MIDP carried cut a series of
implementation workKzhops to promote the program to private
voluntary organizations in the five SMED regicns and to describe
the anticipated praject activity under the micro enterprice
compcnent., The steps included the (a) the identification of PUQ
caoperators; (b) accreditation of PUDs; (c) MIDP institutional
development ascsistance; (d) PUQ staff and ciient training; (e)
PVO financial support program. MIDP also carried out & course on
promating micro enterprice in rural areas with SMED furde,

Six months after the development of this implementation
plan, there emerged differing apprcaches on the part of the MIDP
unit and SMED cver the specific mechanisms for implementation.,
The SMED office was concerned about the heavy workload of the
MIDP unit and was not in agreemsnt with the first Implementation
Flan developed by MIDP, For example, SMED’c preferernce was to
subcontract training cervices from UP-ISSI for these PUO
Deneficiaries, while the MIDP had planned to carry out thic
training directly. Therefore, negotiations were intiated betweean
SMED, MIDP and UF-159I.

The resignation of the head of the MIDP unit, who had
develcoped the micro enterprise compconent from its initiation
serjously =talled progress on the implementation plan, To
respond to this shortfall, the SMED executive director develaped
& microenterprise unit within the SMED office with ite cwn
designated perzcrnel.

Subsequently, the efforte to obtain the cervices of a
General Contractor for the micro enterprise component also came
te & halt, In addition, negotiaticns with UP-132] cuer the
proposed training project ended in stalement, and the training
activity was never carried out by UP-183]. With regard to the
MEDC lending program, there was a Ministry decision to changs the
previcusly identified counterpart financial institution, which
would serve as the repository of the Micro Enterprice Developmant
Fund. Thic meant that relationship with a rew financial
countepart had to be developed. In addition, the propocsed
mechaniem for the lending program oroved unworkable. Lending
funds at six percent to PUOs for a microenterprice development
program was not attractive to PU0s, given the potential
availability of grant funde from other sources,
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It is important to emphasize that from the very beginning, a
centinuing constraint to implementation of the micra enterprice
development componernt lending program or any credit activity was
AID’ s concern abcut the specifics aof the credit scheme. Before
AID can enter intoc a commitment fo fund a credit program, AID
requires a detailed deccription of a1 azpects of the system,
including lending procedures, praczdures for the selectioh of
"borrowers, parameters for usec of marney by the ultimate
borrowers, approvals required (e.g. what level of transaction
would require MTI approval Yy terms of the lcans, including
interest rate, maximum amount per subloan, provisions for
repavment, location and proposed use of lcan repayments,

In the early phase, significant effort was made to prowvide
detailed descriptions of the proposed credit program. However,
subsequently, sewveral proposals developed by BMED neglected to
provide sufficient documentation to fully recpand to ALID
requirements with regard to credit programs. This has slowed the
implementation of any credgjt activity, fundzd by the SMED project,

SMED staff have made cubstantial efforts to develop specifié
proapozals to implement a number of praject activities anticipated
in the initial implementation plan, such as an association of
PY0s. The SMED mizrc enterprise unit initiated the development
of a new set of subproject proposals, including the Master PUOD
program; the MNational Information Secretariat for Income
Generating Projects; the Micro Enterprise Development Training
Center; the Island Econcmies Program; the Megros Qccidental
Development Livelihood Projects; and Froject Harvest. (Project
Harvest appears to have heen included as a micre enterprice
project at a later date.) '

The majority of these activitiec remain in the project
planning stage. Funds have only recently been disbursed for four
of the szewen regicnal asscciation of PY0s, while the remaining
projects have not yet received any funding as of Jurne 39, 1786,
with the excepticn of Project Harvest, (Sece Appendix Mo, 1)

. Project Harvest

Froject Harvest, which receijved 125,000 pesos from SMED
funds, has initiated training activity, The cbjectivez of
Project Harvest were to (a) preéserve vanishing ethnic skille by
putting them to optimal eccnomic use; b)) to match sKills and
talents with locally available raw materials for the producticn
of marKetable items; () to foster coordination among community
members tc abtain. specific assistance; (d) to help group engage
in self-sustaining undertakings and generate more activity im the
future, ' '
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To date, two commurni bty groups, the Annafunan and Samague
groups, have been organized, and a total of at leact four groups
have received training in weaving and prototyping. Based on &
vieit to a training mezting and interviews with praject trainers,
the Key strength cf the training .program in basketry iz the
integration of buyers, who are in % pozition to subcontract the
trainees, intc the wraining process. Therefore, there iz an
effort to bring together the community as producers together with
potential buwers from the very beginning.

The SGY cperaticns review cof Project Harvest identified a
critical prohlem in project implementation: "What remains to be
2¢en ... is if the agenciesz tapped by SMED can deliver the
expected services and if a private industry group can be relied
on to take the lexd in sustaining the efforts of the government.
The original proposal lacked clarity as to the functions cf the
project propanents xnd the mechanizm for cself sustainability,

Af ongoing assumption of the project was that the Cagayan
Valley Federation of Giftz and Housewares Producers, as the
private industry group, would sustain the project initiative.
However, intervieswz with this federation suggecsted the
inoperability of such an approach, given its lack of experience
in marketing extensiaon servijcec,

Concept Froject Proposals for Micro Enterprise Development

Apart from Froject Harvest, the micro enterprize unit
developed & zeries of national and regiconal project concept

propozals, A number of these proposal s were zubmitted to AID for
approval in principle in November/December 1?85; however, they '
were placed on hald until the evaluaticon anticipated for December

1985 could be carried cut,

Dizcussion with one potential nations) FUQ project
callaborator, Philippine Business for 50cial Progress (PESP),
indicated that the chbjectivez of the prodect proposal far a
Naticnal Information Secretariat as presented by the SMED staff
wae unclear. In the words of PRSP/ s zxecutive directar, "the
dezign waz too loose." PESP presented a proposal to SMED, which
indicated that the activitiez proposed were not what SMED wanted
te fund. PESP decided not to encourage any further collabaoration
with SMED. AID‘s Frivate Veluntary Organization cfiice je
currently developing an iriformation resocurce center for PULQ’s
independent of the SMED project,
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With regard to the subproject activity cancerning the
Ascsociation of Private Vaoluntary Organi ations, reginnal PUO
collaborators intervieswed sxpreszsed frustration with SMED as &
partner. The thres PV aszociation heads interviewed stated that
the services provided to date by SMED responded "poorly" to the
needs of their constituents, The institutions concerned include
the Himakasz Zang Pribadang Organisasyon, Iloile City; the
Community Extenzion Seriuve of Motre Dame Uniwversity in Cotamato
City; NORWOFT, Bacolad City,

SMED and SBAC Staff did gprovide sxtenzive technical
azsist ¢ ta these assaciationz to develop their project
propozal=z. These propasals were, however, concidered oy ALD to
be toco formative to be approved faor funding. Therefore, MTI
decided to extend its own rezources for institutional
development., The delar in the releace of GOP funds principally
becauze of the snap elections and the rewclution was & critical
factor influencing thece associationsz” cpinion of SMED.
Discussions had beern underway with each of these associations cr
PUOs since the first promotional warkKehops carried out by MIDP in
1?34, :
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The izzue of concern is that the SMED praject raised
expectations about the potentia! of the micro enterprice
compoanent to respond tao the neede of regicnally based PWQ=,
Thesze expectations have »yet to be responded to. :

With the change in subproject proposals precsented by the
SMED =staf#, ~ID was increasingly intzrested in the prezentation
of a revisea plan of implementaticon af the micra enterprice
component. While a draft of this plan was prepared by SMED
staff, the executive director did not authorize the final release
of this decument, In addition, SMED contracted the zervices of &
conzul tant to prepared a strategy for micro enterpricse
dewelopment but the final product was not accetable to the SMED
Office. The appraoach adopted by the SMED office was to precent a
series of proposals tagether concerning the Micro Enterprisze
Develapment Companent in one letter requesting appraoval in
principle,

14)
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A Summary of the lececyec

The principal iszues raised by the pragress of the M{cro
Enterprise Development component were:

Lt the absence of clearly defined objectives and of the
rales of the, project cellaborataors in proposals developed;
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the lack of 2 mutually agreed upon criteria for
subprodsct appraval (beoth By MTI .and AID)Y;

the lack of & coherent, implementubl s plan of action,
as the praject progressed;

the complex requirements cf the AID pelicy for credit
and programs;

the high turncver of ctas rezpaonsible for the MEDC [r e am

the complexity of implementing micre enterprice project
By & government ministry; '

the vers institutional development needs of PUDs

\n
U d

the high expectations of FUO callaboratars assicted bov
the SMED praject, ) :
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VII

EMPLOYMENT AND ENTERPRISE POLICY RESEARCH COMPONENT (EEPR)

This component waz envisicned to develop the capacity to

obtain better information on SMEs and to facilitate effective
paelicy dialogue between the public and privats sectaors ztout
igsues affecting SME growth and productivi ty,

0

When the project was completed, it was anticipated that:

’

The GOFP and privats sector would have an effective system tao-

gather accurate and relevant information on SMEs and the
capacity to do better paolicy analysis an SMEs .-

There would be an onacing effective policy dia'ogue between
private and public sectars regarding government policies and
programs affecti.g SMEs.

Public and private sectors would have & Better understanding
af the factors that affect the growth and proeductivity oF
SMEs.. ‘

In order to achiszve thié, SMED would finance the following:
commissioned studiscsz tea

a. catalogue existing studies and research and sugge=t
additional ressarchy

8 survey exizting information on SME associationsg

c. undertake research to determine the impact of zpecific
policies on 2MEs, e.g. impact an emplarment and
enterprise of income related policies (guch as
agricultural pricing policies), policies an scale and
location (such as credit subsidies, unequal import ,
duties, etc.) 'and policies related to capital intencity
of enterprices.

Research to study employment and enterprise issues to bLe
identified in the course of implementation. Research will
be applied and problem salvihg, and will feed into and be

supportive of other two SMED components.,
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3. Information dissemination and workshops to pressent and

dizcuss research with relevant palicy makers.

4, Training to improve the capacity of MTI to undertake policy
analysizs and develop crganizational and diagrnostic <kills
relating to SME development.

Fesearch Undertaken

The entire SMED effcrt in recearch was condi tioned by the
biaz in the Ministry at that time against research. Hence the
only major cutlay of SMED inm thiz areas was in the training of
GOP staff.

There were two basic activiti
courses in market and consumer res
staff to cbtain MBAs.

es undertaken: shart term
earch, and scholarshipe for MTI

Under the former, four Z-day seminars were held in Cebu,
[Moilo, Cagavan de Orc and Manila. They were attended by 2 total
of 137 participants, of whom %0 were stafd members of MT1 (BEMI-
S8AC, Burzau of Domestic Trade, Product Standarde Agency, and
MACID&Y , amd the reet SME entrepreneurs,

In 1984-35, 18 staff members of ESMI-SBAC were given
schalarships to obtain masters degrees at the Asian Institute of
Management, ’

The overall plan called for & total of 407,008 to be spent
aver 3 years to train 289 people in warious areas; the total ucsed
to date is approximate)y £38,832, No activities are planned for
1988; furthermore there appear to be funds available from other
sources within MTI for the came activity, (See Appendix Mo, 1)

Other research efforts wsre the SMED Information Seriez and
A, strategic option paper for micro-industrics,

The SMED Information Series was a SMED praject, but for a
wariety of reazonsz, no work was done an this 2t SMED. The
project was subsequently turned over to ESMI. Hence, this
project appears on the accomplishment reporte of bath agencies,
although all the work was done at ESMI. The series was to be
compoced of about 12 volumes, of which only two have been
completed: one on sources of financial assistance to micreo-
industries and another an scurcesz of technical azsiztance to
micro—industries, '
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Regarding the study on strategic options for micro-
industries, AIM was contracted to da the research. A& number of
problems occured, largely having to do with the reluctance of the
centractor to do the research im the abcence of & clearly defined
payment =chedule, While there are funds cobligated for the
prodect, no payments have been made to date, The draft has boen
submitted to 3MED but iz inadequats for the purpcose for which it
was caommiszicned,

There are the beqginnings of other rezearch work., & bazeline
study of sssociations was bidded out in mid-1984 but never
undertaken <(funde were subsequently used for the SGV cperations
review)., The concept of the General Contractor was also reworked
into & research effart to identi+fy zubprajects in the areas of
wood and gifts and housewares by reviswing existing studies,
identifying critical points in the concolidation of zmall
producers’ ocutput for exports, providing solutione to
technoloagical contrainte and identifring entry points for gifts
and housewaresz in the appropriate distribution channel =,

Role of Research in the SMED Praject

The biaz of the Ministry against research during the Phase [.

of the EMED project was unfortunate in that without research SMED
did not have the data on which to bace project identificatiaon,
dezign and evaluaticn. The project alesa called for both a
package for services and the institutions to dejiver them, which
again presupposed research especially a3 to the capability of
existing institutions, needs of 3MEs and so forth.

Research was even more important because of SMED' < design as
a process project. Hence project devzlopment would have to be
guided b» continucus input from informaticon sources ectablished
for this purpose. Those include moni toring/evaluation services
taimed at asseszing performance) and & comprehensive recearch
program to serwve as & planning scurce.

A pointed aut by Robert HacKenberg (Hackenberg, Rabert A,
"f Proposed Research Agenda for the Small and Medium Enterprise
Development {3MED) Project." June 14, 1983.) in a paper on the
proposed research agenda for the SMED Project, research
activities must be initiated early in the prodect sa that recsults
mav guide choices among instituticnal channeles, services and
tazrget industries., Hence commissioned studies which are naticnal
in scope were axzsumed early in the project. Gubs:zquent to this
other rezearch grants in later years (1985 and beyond) could take
the results of earlier broad-gauged research to focus on specific:

lesuess,
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It may be pointed cut that there zre Many recearch
comporients already being undertaken as part of individual
pradecte which could usefully be put together by SMED and wuzed as
the basis for policy and project dezign. & number of SBIl:z are
undertzking surveye in their own area, such as the Cotabato SEl‘s
study of wage policies in the Cotabato area and the more general
business survey of the Ilacandia SEI. The wage surveyrs are
particularly interesting in that thic ic the sort of local issves
that raticnal crganizaticns wauld have difficulty deing, but
which have important implications on national wage policiec.

What ie nesded, howewver, are inputs from SMED (ac the cemmon
dernominatar) to enzure comparability of data and & bBroag national
perspective, This will also directly feed into the policy
research specifically menticoned in the project paper and allow
SMED to make 2 direct centribution to MTI policy-making in
general,

Alang this line, ancther important area whers SMED might
usefully go into would be technica agsistance to SBls in terms
c¢f methedology for research, and an overall recearch agenda which
Will maximize the contribution of each inctitute., A& useful
reseach prodect which has econcomies of scale will aleo be the
development of & common curriculum zs well as training materials
which could be uzed by SEI=. The £DCEL project by a coneortium
of educational inztituticns led by UP-I351 is along this line ‘and
SMED might investigatse the idea of callaberation on thisz project,

The PCHI baseline surwvey of raw materials will likKewise
provide basic data, as will the integrated infurmation syztem
proiect of PCCI.

There is 1ittle doubt that much cauld have been Qained i
the research component of SMED, bath for the implementatizhi of
the prodect and for SMED to make a mare general contr-itution to
MTI policy-making as well. ‘ : ’



VIII FINDINGS AND CONCLUSIONS
ECCMOMIC AND FOLITICAL CONTEXT

Frodect implementation was ceverely zaffected by the adverce
econcmic and political climate during all of Phase I, The most
critical factor was the impact an the ministry budget, as well as
the declining “imancix) viability and accesz te credit of EMEs=,

"MAJOR HYPOTHESIS &MD RELATIONSHIPS BETWEEN INPUTS, OUTPUTS
AND PURPQOSE '

The assumpticn that private sector associaticone can bz
effective conduits for services to SMEe remains valid., Bu*
whether this assumpticn is walid wWithin the Philippine context
- cannot be judged at this point in the project implementaticn.

The aszumpticn was that the Frivate zector would play a
‘principal role in the implementation of the projzct. However,
the implementation procezs revealed that the private zecteor did
nct have the capacity to assume this major role immediateiy, and
would require substantial institutional development before it
could do so.

The capacity of private sector institutions for regicnal
outreach was overestimated. Alzo, overeszstimated was the
"Ministry’s interest in delegating substantive project
implementation réSponsibility to the private sector institutions,

The project ascumed extensive collabaoration Hetween the
public and private sectors, without prior warking experience with
such & collakeoration,

The EMED praject assumed that an industry azcociatian
approach could be implemented in ths pccorer regicnz of the
country. However, since the linkages to private cectar
institutions were necessarily weaker in the poorer regions of the
country», this association approach provsd tco be difficult to
implement,

The selection of two cecteors of proeducticon, waaden furniture
and handicrafts, created distortions in the regionz of subproject
implementatian., For example, it has not been possible to
stimulate sectoral association activity im furniturs in those
regions with & 1imited market for furniture,
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The major hvpothesis that strengthening associaticons to be
more effzctive channels to SMEs and providing services nesded ta
improve SMEs will recult in increased demand for thece servijces,
and in turn lead to growth and employment generation is valid.

s that providing
ance may be more

an servic.. in the
increase demand i< a

Howewver, the experience to date Iugges
firm-specific technical and marketing as
succescsful in increasing demand “or exte
short term, Strengthening associations
more long-term propositicn.
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The hypothesis that the gzrneration of rural employment was a
reasonable cutcome of the project activity was everly optimistic,
Several recent evaluaticons of SME projects have indicated that
Job strengthening, rather than employment generation js often
& more -realistic goal. An employment and growth impact could
only be assessed fellawing Phasze II, in which more extenczive
provicsion of services are anticipated, (Blaney, R. and Otero, M.)

FROUJECT MANAGEMENT , DESIGN AND IMPLEMENTAT I OM

The deciszsion rot ta do research and baseline analy¥sic
urrdermined the planning capacity of the SMED project.

Establicshing a new institutional unit, which is not fully
incorporated into & “line agency" with a regional staf+ capacity,
Can undermine the unijit-’s effectiveness in & bureaucracy and in
monitoring project activity in the field, '

MTI, both at the level of the SMED and SBAC =ztaf+, are not
&dequately trained to Frepare subproject proposais of the type
that AID required. :

The absence of technical support in the form of a general
Contractor imcreazed the management responsibilities of SMED as
well as deprived them of technical support in dealing with AID,

Subpreajsct funding decizions cannoct be made colltaboratively
By two national institutions, such z= FCCI &nd MTI, which do not
have an established working relaticrnship, One incstitution has to
be rezponcible far the Ffinal decicicn, while the cther
institution can only realistically serve in an advisory, policy,
o pragram Flanning capacity,
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The "rolling design”" methodology is difficult to implement
-in projects with a complex management structure, which anticipate
the involwvement and dECI’IOﬁ—mdklﬁg authornty af cewverxl
different institutions

The lack of clear)ly defined policies and criteria for
subproject proposals at the beginning of the project delayed
subprodect implementation and undermined comstructive.

ollaboration with regional preoject proponents.

The government and AID regulations regarding commadi bty
procuments, disbursements and what activities can be ¥undﬁd.
among cthers facters, were a significant obstacles to
implemention. The rulez and regulations of the government 4nd
~AID were not sufficiently Known to &l parties.

INSTITUTION DEVELOFPMENT COMPOMNEMT
Chamber Dewelapment

Institution building'of industrial chambers and sectoral
institutions is a long term process. The inztitutional
development procezss of thece organizations ie just getting
underway. '

Philippine Chamber of Commerce and Industry

From 1’782 to 1$3& there was significant PCCI chamber
development; membership increased dramatically; staffing was up-
araded; and training and dialogue activity grew substantially.
The information flow and linKages between the lacal chambers and
FCCI have improved to & moderate extent.

The SMED program has been x fundamenta) factar influencing
these factors; however, an equally critical factor in provincial
chamber devslopment hac been the CIPE pragram which provided the
chambers with zecretariat services.

Chamber to chamber assictance appeareéd to be a more
effective channel, than gowernment to chamber support,
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Sectoral dcscociations

CFIP has increased its membership, but its regional linkages
have been ~omﬁwhat undermined by SMED’s au'toncmous action in
developing reqgicnal zectoral xzzociaticne. The latter can also

be said about PPHI’S regional linkages There hacs been
insufficient coordination betwsen the reqional cutreach of
national aszociations and the development of regional sectoral

associatiane.

In the casze of PEF, itz arq ganization appears to duplicate
the functionz and mﬁmber=n|p of an already existing ascociation.,
" Furthermofe the size of manw cempanies in PEF iz beyond the =ize

of firms targetted in the SMED Project.

The process of recional outreach by national sectoral
associations tends to be a long term procezs az they represent
predominantly Manila-based firms.

Regional szectoral associaticns have experienced only
pient inztitutionz) develcopment as 1] the SMED assisted
Ciations have been formed in the last two yYears,

inc
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For regional sectoral associatione firm-specific marketing
assistance has generated the most interest, and, to a lecscer
extent, common service faciliticsa,

oral industry associations are valid conduits for the
provi n of zervices, despite their incipient development in the
first phaze of the praject. The services extended through
associationz which appear most cffective arz market access .
services, product-zpecific techrical training and common facility
cervices,
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DOMESTIC M&RKET DEVELOFMENT AMD TECHMICAL ASSTSTANCE

The methndulnqy of +|rm-=;e:ific markKeting and technical
azsistance wers effective in aszizting SMEe directly and
providing nmportant demonstration 2ffects,

Though not e
develaopment, this approach appears to be =
the demand for extension services,

Tways directly contriouting to associatian
factor in increasing
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TRAIMING RELATED PROGRAMS

The 8mail Buziness Institutes, & proagram not directly
supportive of association development, ic & valuablse training
approach. It is most effective when utilizing institutions
attached to universities with an interest in developing extenzion
cservices and a cammitment to covering partial staffing cazte,

Technical support to the SElz in the form of training
methodolagies and incstituticnal dewvelopment was insufficient
given their requircements,

There hzs not been zufficient coardination amonq regiocnal
training institutions., However, a start has been made by forming
& pilot Regicnal Training Committze,

MICRC ENTERPRISE.DEUELOPMENT COMPOMENT

MTI‘z experience with PVOs and micro enterprice development
is currently somewhat limited. PU0z have demonetrated a
reluctance to work with SMED, given a lack of definition of

project objectives,

The SMED project lackKs a ccherent strategy for the micro
enterprise development component. At the start af the project
there was the bacsis for an implementable strategy; howsver, this
was never deweloped. '

Subpreoject propesalz in support of micro enterpricze
development prepared by SMED were insufficiently documented to be
funded by AID in their current farm.

The micro enterpriss development component was not
suftficientls integrated inte the conceptual design of the
project., .

EMFLDYHENT AMD ENTERFRISE RESEARCH COMFONENT

The SMED project failed to carry out the research plan
proposed in the project paper, largely due to the bijas and
priorities of the Ministry of Trade and Industry at that time.



IX RECOMMEMNDAT I ONS

Suppo. t & re-decigned Phaée IT of the SMED project with the

following medificatians:

ra
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The Ministry and the private zector, together with a
redesign team, zhould jointly decide on responsibilities far
project management and implementation. This would include &
discueszion an the delegation of subcstantive implementation
responsibility to the private sectaor.

of

i

Al0 and MTI should retain the exizting regians a:z aresx
aubprojeﬁt activity,

The regions ariginally selected may have had relativelwy
less capacity for succezs with an industry asscciation !
approcach given their weak infrastructure and creater leve|
of poverty. However, the incipient institutional develaopment
underway in these regians should be Euilt upan, as they have
potential for waluable private zector linkages. .

A10 and MTI should consider the possibility of expanding the
gecaraphic scope of the project to imclude cerne or two of the
mare growth oriented regions, cutsids of Metro Mznila,

There must be a =zufficient Frovincial insztitutional
capacity and commitment to ensure effective collaboration,

. as well as consideration of the activities already

undertaken by BSMI in the other regiones.

ctoral focus of
wity, such as

the project to include other industrial cti
m productive

food procezzing, qarments and othér non=7tar
activities.

AID and MTI should comsider expanding the s
t

a
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A redesign team, in conjunctian with MTI, should redefine
the outputs of the praject ta include firm-specific
marketing and technica) assictance as a project activity,
with a capacity to generate demand for extension Tervices,
although not directly linked ta agzociations.

The scope of the SMED project should be rationélized tao
conform to the project’s bacic cbjectives, It =
anticipated that funding levels will be reduced.



PROJECT MAMAGEMENT , DESIGN AND IMPLEMENTATI O
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MT1 shouvld develop & recearch plan te encsure that the
recearch conducted will support the planning capacity of
the implementing inztitution and the private sectar
proponents,

MTI should incorporate the SMED project intc a line agency
with regicnal ztaff capacity.

MTI, in condjuncticn with the redesign team, should
aszess the effect that the recrganization of the MTI will
have on the implementation of the project, The

incorporation into the Ministry of & Deputy Minister for
Regional Development who is anticipated to e the line
agency for the regional MTIls should be =valuated.

MTI shculd establicsh defined channele of communication so
that contact betwsen those managing the SMED proaoject at head
office with =xpertise in smal) busineses development and the
MTI regional cffice be ac direct and fluid as possible. The
aim is to ensure effective outreach and project follow-up 10
the regicnz, :

MT1 should designiate specific staff to be azcigrned to the
SMED project. The objective is tc ensure that the original
project .gocal of increasing the capacity of the private
sector is not lost, and to Keep SMED Project activitize
independent of cther Ministry project activitiec.

The MTI should incorporate a contractor who will train,
agsist and support staff invaolued in SMED activities in the
head office in project design, proposal development, and
monitoring systeme.

A complementary anticipated function would be for this
contractor to serve as an "information brokep" between AID
and the Ministry, to acsict with the contractual,
procedural , and logistical difficulties azsociated with
praject develocpment and implementation.,

MTI, in conjunction with &ID and the redesign team, -
should fully develop the scope of work of such a contractar,
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11.

14,

14,

MT! and the Executive Committee, together with the redeciqn
team, should reassesz the walidity of and redefine the
participants” roles in the Management Implementation
Secretariat and t Executive Committee.

Subproject funding decisicons zhauld be made principally
by MTI ztaff to encure rapid pFrocessing. The Executiwve
Committee with privatsz cecter representatives should serve
in an advisory, policy and pragaram planning capaci ty.

Frivate cector reprecentatives may be directl»
C

responsible for implementation of a specific program =f the
SMED praojezct.

The SMED project az & whaole sheuld discard the "rolling
dezign" methodolagy a3 4 mzans of project dewvelopment,

The policies and criteria for subpreoject oproposals chould be
defined by AID and MTI prior to the initiaztian of Phase II,

The redesian team, together with MTI, z=hould zzzecss the
criteria for the nroject monitoring and reporting system
which would include more programmatic indicators of

accompl i zhment =,

MTI, the Qffice of Management and Budget, and the Commissicn
on Audit should meet to discuss and make recommendations on
Qovernment regulatians cancerning commodi ty pracurement,
vearly budge tary cyclesz, and ather matters concerning the
financial management of the project which will affect
implementation in the future. The rules and regulations
have to be clarified among all partisc,

ould

AID and MTI, together with the redesign team, =h
izseminating
d

determine the mozt appropriate mechanism for d
informaxtion about their firancial procedures an
requlaticns,

In view of the cperations) dJifficulties of the SMED project,
the project funds zhould be caonverted from loazn to grant.

The redesian tzam, together with MTI, OM8 and AlD, shauld
aszess the management implications of converting the project
funds from lozn to grant. A new system will need to be
devéloped to allow for implementation.
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INSTITUTIONAL DEVELOFMENT COMPONENT

MTIl, in the SMED project, shauld concentrate on a 1imited
number of programmatic activities, This would not
necessarily mean that all prcjects and proposals currently
underway should be pressrved.

The program which merit caentinuing include:

= 38mall Business Inztjtutes

— Chamber Develcopment Praogram

- Association Development

- Firm-3pecific MarkKeting and Technical Asitistance.

The Redezign Team together with MTI and the MTI
regionxl office should determine the principal programmatic
activities to be undeprtaken in Ptiase I1,

MTI shculd provide a mare integrated support structure to

subproject activities underway, via subcontract to private
specialized institutions. The cornicern here is specialized,
techrnical support which is relatively non-buresxucratic-and
resporsive to reqgional project collaborators’ requirements.

Recommended subprojects_include:
&) ¢ in training methodologies Far .
itutes in each of the regions.

ance to all prodect collaborators in

) - Technical t
evelopment, the implementation of

&

inztitution
- L
Y

me and programmatic activity with a

financia)l teme
nue generating capacity.

greater re
c) Technica)l assistance by industrial sector specialiste

ta support the aszocCiation development component.

The re-design team =hould substantively acsziet MTI to
develop theze subproject propozals

\



PCCI CHAMBER ODEVELOPMENT

21 The redesign team, in canjunction with MT!, PCCI and
regional chambers, should aszecs and determine the most
appropriate program for provincial chamber dewvelopment,
which will respond to the neede of SMEc and promote
increased information flow betwesn chambers,

22, The redesign team, together with MTI, PCCI and regional

chambere, zhould reevaluate Busziness Informatican Centers
CBICz) as & SMED program activity,

SECTORAL ASS0CIATION DEVELOFMEMT

23. The re-design team in conjuncticn with MTI, naticnal and
regianal zectoral aszociations zhould establicsh guidelines
and make programmatic recommendations determining the moct
appropriate means of using either national and/ar regicnal
sectoral xsscciations as conduite for services,

The plans develéped zhould 2xplicitly demanstrate the

linkages between the dewvelopmant of regional zectoral
associations and national sectoral asscciations in
subproject activity, : '

249, MT! shoulid reascess the walidity of SMED’s project
involvemznt in the Philippine Exporters Foundation (FEF).,

DOMEETIC MARKET DEVELOPMENT AND TECHWICAL ASSISTANCE PROGRAMS

~e
22

- The redesign team, in conjunction with MTI, should eztabli<h
guidelinegs for the integration of the domestic market
development and technical assistance proagrams into the
averall framework of .the institutional development
component, Firm-specific technical amd marketing assistance
should be continued and should be more directly supportive
of association development



TRAIMING RELATED FROGRAM

2&,, MTI =hould zsubcontract techni cal support in the arezx of
training methodologicee, zZpecitically case study, clinic and
conferences/di zcuszian approaches for Zmal) Buszinecs
In=titutes,.

e The regezign team z=hould belp MTI to dewvslop *hic subproject

’ proposal,

2e With regard to 38ls, MTI szhauld
& Sltarify the cocmpenzation requirements for thz technics

statf to ensurs their long=term viakility;
b Clarify and further de<ine the client base of the SBis.
c) AEssse the markKet absoprtion Capacity of ZRIe where
mare than cne 2B! iz programmed.
o p) Support snd limited reszarch anc canzultancy by SEI=,

MICRO ENTERPRI.: CEVELOPMENT

2P, The abisctives of the micoa znterprize component are
Jifferent from those of tne rest of the SMED project., In
View of MTI“z limited experisnce with PUYOs and micro
enterprize development, and because ot tha need for the EMED
affice to facus on |mp1~m~n+|ng the instituticnal
dewszlopment component, ths micro enterprise develapment
compnent shculd e separated +£pom the SMED Praoject,

S, A new micro-enterprics devezlopment project should be
Fesigned, to be impiemented o & naticonal PYC anddar thers
shculd be increaced support to the ce-financing program of
AlLD,

EMPLOVMENT AMD ENTERFRISE FOLICY FESEARCH

1. SMED should carry out beseline and policy rezearch
specifically tied to an suppartive of prodects already
underway 2z well as concerning antic |p1ted praodect activity:

falon
L e



APPENDIX NO. (& :
. SMED GRANT
(in US Dollars)

—— G e e e - ——— " ——

AL EXTENSION AND CEMONSTRATION
Extensian (Technical Services)

- Product Specialists

- PTE/Technolagy in Actien

= PTE (Productivity/Technology
Efficiency)

- Techrnology in Action

- Gabay Junicr Yoluntsers

- Support to Regional fFederations

= Philippine Yolunteer Program (PUF)

-~ Geperal Contract

- Micro Enterprice Contractor

- Small Business Institutes

-~ NIS-IGF (National Info Secretariat/
‘Income Generating Projects)

- Master PUO

- I<land Economies

- Micro Enterprize Development and

"Training Center

- Business Development and
Technology Center

- Aquacul ture Technical
Service Center

Con<sul tancy

Sub-Total

Demorctration Activities

= Market Encounter Goces to Manila
- Buyers’ Centers
- Support to Asscciatian

D)

Sub-Total

B. Commodities

C. Training

D. Studies and Evaluation
Sub-Total -

Mot Yet Prearammed

TOTAL

Source: SHMED Administrative Fzcords

Apbroved
Fer PIL 21

128,000
49,950

44,4560
33,858
S5,55@
75,008
27,500
49,000

464,460

50,808
50,880
176,000

270,804

72,080

S¢,666

892,060

468,300

1,500,000

Proposed
Realllo-
cation

50,060
58,600
44,458
40,008
26,080
400,000
%2,0088
16,000

30,900
75,060
18,000
49,009
38,000

186,080

100,008
64,808

178,558

1,568,868




APPENDIX NO. ib

SMAL!, AHD MENIUM ENTERPRISE UEVELOPMENT PHUJECT
STALUS OF LOAKD QULLAY Futibn, ( FER VRUJECT BABIE)

FOR PEHILLS ENDING, DECEMBER 31, 1984 & 1985 AND JUME 30, Q986

PRUJECTS

siitutional Levelopaent Cowponenta:

Cheaber Davalopment:

e K TR o~ LN Ue

(1%
pe

r.
8,

Keruaning of Pruduct Specialist (PCCI)
31C - Tuguegarao

BIC - La Union

HIC = Nuga

81C ~ Dagupan

B8IC - Laoag

¥1C - Iligun

slic - llotle

bIC -~ Bacolod

BI1C -~ lsubela

BIC - bayuio

Cagayan Valley Chamber of Fumiture
Pruducers

CYCFP Buyers Lenter

ACCL/8CCl

PCCI Workshop

RALS/PCCY

daguiv Bangual LCCL

CP1P Traioing

wWestern Visayas Foderatioa of
Furniture Manufacturer

roil )

Trade snd Induatry Informacion
Exchenge

Doecetic Harket Development Prayram:

MECKA (NACLDA)

Megional Buyers Center (NACIDA)
Baguio Silver and Brass

Regional Producers sad Buyers
Center (Fuderation of Cift aud
Houseware)

Baskatry Products (Feduracion af
Gifc and llousuware)

Small Business lnucitute:

Bicol 5B (Aquinas Universicy)
SPOAC
Bicol SBI (University of Nurthewscem
Philippines)
Ilocandia 581 (5t, Louia) hen Farnandu
Cagayan Valley SHI
Wancern Yisayas Sbl - NEDF
Westarn Visayas sHl - CPU
Ceotral Mindunso $8{ - HODU
llocandia 5SB! (Divine Word Calleye)
llocandia 881 (Luzon Calege =
Dagupan)

F18S1 - St. Louis Colleye - Baguia
Tligaa GB1 - Iligan lnet, of Tech.

. CLADEY

NET OBLICATED

[ L T
100,000
81,600

" 50,000
50,000
50 000
50,600
30,000
50,000
50,000
S, 00U

200,000
50,000
130,000
36,217
200,000
5,25
251,292

104,000
420, U

167,0%0

822,810
264,000
75,000

9,217

123,000

410,000
70,000

125,000
28U, 000
402,400
jou,000 -
U
490,000
1s¢,000

30,000
8u,000

$0,000

RELEASED

P 0,000
1ou, L
81,660
50,000

OD0oO0OO0OC

S0, 060

100,000
50,0u0
180, 004
3,217
u

5,15
291,292

0
420,00y

0

523,913
260,000
75,000

9,277

125,000

460,000
70,000

125,000

280,000

462,400

100,000

00,000

450 uul
b

80,000

RE[MBURSED AY

APPLLIED FOR
USAID TO TAEASUUYa

[}]
0
0
o
0
0
0
a
0
0
a
»oL1,EN 0
17,442 0
80, 00u ]
3,217 0
0 0
$.4% 0
29,942 0
) 0
0 0
0 0
473,331 P 136,080
" @ 0
46,521 0
9,217 0
0 0
264,57 100,000
0 0
6,487 36,497
271,251 0
0 0
0 (]
9,880 0
WY, 4u2 0
0 0
0 0
0 0
0 0



IFROJECTS

D, Local Study Mission for Furnituie
L. Yolunteer Prograw ,
a. Puilippine Expurters Foundatlivn
b. Junivr Voluntuer Scrvice
¢, IESC
d. Philippine Volunteer Foundatiun

. Aveunt on Dewign

;v Megronal Truining Cavmittev

TOTAL INSTITUTIONAL UEVELUPMENT

Micru Enterpreie Uwvelopment

A, LCourwe un Proanting Micro Enterprioe

in the Aural Arcas
B, MLDC Lendinyg Progren
€. Association of Pvu'a

TOTAL MICHU ENTERPRISE DEVFLOPMENT

Luployment and tarterprise Policy Research)

A, AIM Scholacship Prograa
B, SCV Cuntractur

C. SERDEF/AINM

L. Markct Kesearch Seminac
£, Froduct Specialist Program

TOTAL EMPLUOYMENT ANU ENTERPRISE

TUTAL [OANS (WITTAY FUNDY

Source: SMED Adminicstrative Fecords, 1984

NET OUBLICATEL

e ——————

20,000

1,000,000
$7,200
06,137
50,000

B, LU

0,000

P Y,423,89)

—— iy e

» 58,000
[V

&20,010

P «78,0Ud
[ 841,018
Juo, 000
557,006
120,000
1,567,285

P 3,405, 98y
PYY, M7 nwg

RELeASED

» 20,000

1,000,000
y7,700
66,137
50,000

Jby 600

100,000

P 7,109,968

————— v e s

[} 58,000

P 38,000

® 881,038
300,000

0
120,000
1,547,245

v 2,842,323

| JURIT UL

APPLIED POR
RE JHMIRSERENT

DR -ty

P 1,780,906

P 47,614

0
'}
P 42,614

B —

r 881,018
Juo, 000

0
120,000
1,547,285

P 2,848,323

P oALIG, B

0.

0

0
* 9,000

0

0

0
P o2,14m
P 41,614

0

0
P 47,614
® 881,038
300,000

0
120,000
“1,547,20%
P 2,348,323

? 3,224,114
Anecsssscesnne

\b

REIMBURSEMLNT %Y
VSLAD TO TREASUSY

v



APFENDIX KO, Ic
LIST OF A.1.D. SHED PKOJECT ACTIVITY, INCLUDING AMOUKT EARNARKED, COMMITTED AND DISBURSED

PIL DATE NANE OF PROJECT/ACTIVITY AHOURT AHROUKY PISPURBE-
--BO. . ABRROVED o ___. EARBGBKED COMMITIED 1111} S
8 046/04/84 Tralning course tu prosote alcro snterprises. 4,853 4,833 . 2,000
10 08/07/8B4 Study of existing associations. . 16,448 16,6¢L0 16,000
i1 08/p9/84 Eatablishesnt of the Blcol Seall Business Institute 23,13 5,338 5,000

Aguinas Univarsity of Legaspi.
14 09/12/84 Request for Technical Proposals (NEDC). . 33,333 4,187
14 09/23/84 1994-19683 AIM Bcholarship Progras. : 51,123 31,123 44,000
17 09/27/84 HNarket Encounter goes to HKanila. (Buyers® Market) 27,877 27,477 {0,000
19 10/24/64 Procurwsent of technicel services of furniture 3,190 2,9

exparts froa the International Executive Bervice
Corps ([ESC).

20 10/25/85 Support to the Cagayan Valley Chzabar of Furniture 12,210 12,210
Proceduras and Buyers Center in Tugusgaras, Cagayan,

23 11/062/84 Coseodity Procursasnt. 4,862 4,B42 4,000
24 11/13/84 Basketry Project $or the Cagayan Valley. 10,070 10,070

26 12/07/84 Seall Businuss Institute in Cagayan. 18,350

21 12/12/84 Vehicie procurement. . 39,000 24.000 23,000
28 12/13/B4 Procursaunt of Product 8Specialists. 76,425 74,423 77,009
29 12/27/84 Onu wonth exhibit of sslected gifts and housswars 333 333

products of pesber-associations of the newly
organiaed Reglonal Faderation of Crafts and
Housswares procedurzs {RFEHP) at the Regional
Producers and Buyers Csnter In Reglean II.

30 01/08/83 MHarket Reswarch Yeetnars for the regional tschnlcal b,bbb b bbb 7,000
astaff of the Hinistry of Trade and Industry.
31 01/14/85 Rwcording and "Re-runninrg® Product Specialists 30,770
Activities.
33 01/21/83 TJrade and Industry Inforeation Exchasnge Canters. 9,478
34 01/30/83 Support for Bicol Chaaber of Coszerce and Industry 6,304
Secretariat
38 02/22/83 Establisheent of four Regional Buyers Centers in 24,723
Baguio, Nega, Cubu, and Davao.
490 03/03/83 Establishesnt of lloilo and Bacolod branches of the 3,001 36,001
Western Visayas HBeall Business Institutas,
41 03/06/83 Accent on Design Activity 20,534 20,3534
42 03707783 Junior Voluntesr Service Activity. (Baguio) 2,925 2,923
43 0370785 (Renovation of the) Bicol Bmall Business Institute 7,404 7,404 2,000

University of Northeastern Philipplines {office
tacilities).

43 03/07/83 Local Btudy Hission for furniture i,112 1,112

45 03/07/8% Furniture finishing training. 834

44 03/08/83 HNarkat Encounter Gowss to Manila (MEBHA 19BS) Buyers 16,841 14,041
talr.

30 ©3/23/83 Partially finance thy costs of the subject sesinar 1,048 1,043
conducted st the Cotakato City Saall Business
Institute. -

33 03/0%/83 Central findanso Esall Businass Institute. . 22,778 22,778

34 03/10/85 Procuroasat of four voluntsyer sdvisors from the 41,000 5,309

International Exscutiva Earvice Corps. (1ESC).,



APFPENDIX NO, 3

FROPONENT
ARV VY
LA

NS
PRCeUNOIT

POFCNENT
Wl FUIFNTY
CORAATTIVY
ACTICN

MIT SATED ACTTRY

SA TP At YUY

PROJECT APPROVAL
i AND MONITORING
PROCESS
Diagram
PROPONINT :
DAL
conCErT
AOPBAL l
' o
¥ o
PROrOSAL
)
sanikan L_“r‘r_j“:_ mw ‘i%u Wl PALD Qs
aviiwy AP IAD v
mmal PATIAL
porceAL " AAL ey
oo
4 !
. . el
e S e
1 O
n o YE3. WITH MOOICATIONS o 2m
L
XS, WITHOUT MOOIFEATIONS
tD
oeTy
1S ArD
PEALAACK
) ’
wa TES, WITH X IMCATIONS
TES, WITHOUT MOUWACA TICNS NTE
TIU TIRAE (0 ACUTLS
1. THRL! THE IR PPef CHAMBR (3
i byvrrsld 1 TIeU b D L
SUBalITY | THRU THE ABCIOMAL SMALL BN
fayrodi PSS ARUYT AN TN TIASNACT A
ATION

AHLOUALY ANG
A 5 -
u:«‘inmu

RO VAL LA TES
MVALIATS
V¥ PORCT

SXTIRMNALLIaUP
QMM T NG % My
IRNT AL WM |

AXIAATFRI Y I
KT STATLS

(o b s 3
MIHHIIIMAI‘F'AII-.- | s
—— Hanoy
N AR ATE At
—— .
IUAPID G AN AT A }S
SMEDN REQUESTY
A AT,
RERQV YITFS Y
S46DCY s
VITHCOA LAY |
o
PROFONINT '
MOOERLY
1
CUOLSENTATION




Source:

AlD Praject Recard

Mr .

57

bo -

bé
62
48
70

75

77
80

81
85

8o
89
90

92
?3
25
97
8
99

i0o

103
104

Mitche))

05/20/84%°
vb/ub/BS
66/710/85

02/12/85
08/05/8S
vd/28/8%
0%/0%9/8S

10/1778%

10718785
10/25/84

10/28/85
11713785

11734783
12/03/83
12712785

§12/1778%
12719/8%
01729/86
N2/04/84
02/.05/88%
02/14/B%

02/14/8%
03/03/8¢%
03/04/84

11725783
11/25/85

llocandia Saall Businsss Institute - 5t. Loujs 15,558 15,558
Collagse.

Eesinar-Baguio-Benguet Chasber of Commerce ang 292 292
Industry

Ali-Mall Exhibit of the Daguio Silver and Braas - 3,889 j,8a¢
Produ~ere’ Association. (B8BPA)

Philippine Voluntaers foundastion, 30,538 30,556
Philippine Chamber ¢ Comaerce and Industry Horkahop 2,012 2,012
Printing brochures of PCCL1-SHEL Projects. 2,500

Regional Training Committee {Kulti-Pupose Canters 16,662

in Region 1],

St. Louis University-Extention Inctitute for 4,444
Saall-Bealw Industrfes.

Businesseen’y Inforaation Centery. 22,222

Personal Managesent leplesentation 1,111
Secretarjat-Cotsbato.

Product Bpeciallists Progras. 29,200

Loca Study Mission tor Eifts and Housewarg 178 378
fdssociation of Ruglon 11.

SBorsogon Project Davelopaent Asxsistance 3,889
Center/31col Baall Business ln:tltutc-Snr:oqnn.

Chaeder Developnent Prograa Philipping Chasber of 23,131
Handferett Industries {PCHI).

Iloceandia Beall Business Institute-5t. Louis Collage 2,778

Extension lnstltute at Luzon Celleges, Dagupan,

Comwodity Procurseant; Hicrocosputers. . : 4,158

Saall Dusiness fnstitute Hatianal Conference. 1,417 1,417
Trade and Industry Infceation Center. 20,3192 i8,000
Dperationy Revisw Harket Encountsr boes to Manila i,38%

Nestern Visayas federation of turniture Manufacturers 3,558 5,000
Cagayan Valley Federatijon of Bifts and Houseware 2,000
Procedures.

Bicol Regional Tralning Committes, 2,632

Kueva Vizcaya Ssall Institute °rogras,. 5,000

Central mindanan Baeall Pusiness Institute - NOU Saal} 2,000
Business Institute Affiliat:an Progras (CESDEV-1ligan
and CESDEV-Marayi),

General Cuntrn:tuv-lnatltutlunal Gevaloprent. 244,000

SHED Evaluation Contract, 15,000 35,

2y prepared with the Kind azsizt

a
2
™
1y
n
-+,

Katz, UsSsID Research Intern

000

11,000

l,054.610—-474,073---203,000



APPEMDIX NO. 2

SMED STAFF MOVEMENTS

1984 - 193¢

Stafs 1984 19ES
Beginning Balance 8 12
Hired 15 25
Resigned 2 13
End Balance 12 29
Permanent Staf+
(Noncantract) Ic} 3

Scurce: SMED Administrative Records

supplied with Kind assistance af Me]

1786

249

12

5]

Fernandez,

- . on am ——

44

28

1 &

W

\ob



APPENDIX MNO. &

30 AUG 1824

wr. Autonic S.oYep

Executive Lirector

Sui1l and medium Erterprise
Levelopment (SnEl) Preject .
binistry of Trace ahd InGUSTIy
381 Senator €i1 J. Fuyat Avenue
melati, hetro hanila

stbiect: Swell and kecium Enterprise
Levelupment (SMEG) Froject
Project ho. 45¢-0358
preicct Inplementaticn tetter o, 13

bear . Yap:

Trie purpose of tnis letier is tu previde guidelings on informeticn AID
w111 racuire ana criteria RID will use 1o evaluate propusals subhiitreu
Louer the institutional cevelophent coiponent of SKCD. Orcinarily, such
proposals wolia be appreved by AID in cenjunction viith the annual '
inpienentaticn plan prepared under Section t.: cf the Project hvreehistit.
Kowever, it 15 recognized thet refinements, aGditions énd chenges to the
plan ey L¢ apprepriate trem Time to time euring the year ard tiese may
be incorporited into the project plan &t dny tice subject to nutual
agreement between the Ministry of Trade aht Inuustry (LTI) ens AID iR
writing. AID sugsests tiwse ¢uicelines Le given to private sector Groups
intersstee in SHEL.

hecd Tor Liagnostic Anelysis

FID's mejor cercerns regarcing propesuls tor jretisutione] cevelcpiuent
are tnat they e consisient witn the chyectives of SHED anc that teey Le
t=canically, financially, cconoically, seeiglly ena agninistratively
sound. Accoruincly, propussls should be suppcrted by sufficient cata and
anaiyses o catisty 1hese concerng, waich &re more tcroughiy ciscussec
Lelow. In eccordance with the Project Paper ané kmnex Jicf the Froject
Acreement, 1T has Leeh our juint expectation thet ine general contracior
would 6O The necussary ciagnestic anelyses to support these prepusels,
licwever, during the interim tiat the services of a gceneral cuntracior are
bping procuréea 1t i1l ce necessary tor the CoP/private sectur
peneticierics Lo justify e propasats Lsing wlteriale sulIces ol
expertise, AID encourages tne rapia procurerent of the general
centractor cervicas in oroer to facilitete thie ceveluprent of souile
oropusals.



]
- ¢ -

The mejor thrust of SMEG's institutione] cevelepment coipenent is te
support the cevelopment ¢F traue dnd incustry asscclaticns in urews
outsice of hanila e a means of facilitating the growtn of smell/fincuiun
enterprises, wnich wouia, in turn, contripute te an increase in rerel
employment.  To enavle the 2ssocietions TO Surve 4s cirect suppliers cf
anu pirincipal cenuuits tor the provision ¢f extension services tuv srill
ana ceaium enterprises, whe essociations' copatilities to provice Lboth
incustry and Tinu-speciric seryices are 1o we strenctnened, In this
process, cemonstration activities/extensicn cervices represents the major
input to the institgtiona] cevelopment counponent in financial terms.
kesguate association-level a5 well as firm-specific nceas analyses ere
crucial to icantifying appropriate cewcnstration activities end
constitute examples of the key rele of thorough analytical groundsork in
the formulation of sounc activity propesals. In suort, analysis proevices
tihe justitication for the uncertaking of &ny particular aciivity, and
pruvusals should contain the fincings of pertinent analysec.

Evaluation

Since activities unuertaken over the next eightecn monties will be¢
sipecicily yearsd toward the testing of naw approeches, an cdditional
corcern is that an sdequate moniicring and eveluation component be built
into such cctivity, and thot this be reflectec in the proposals.

Surmary Criteria for Eveluatien cf FProposcls

Tiie forsguing cenceras are reflected in the following criteria wiich AID
w111 use Lo cyveiticte prupesels:

1. Analyticelly csmonstrates contortance to preject styectives, 1.e.,
o netitutionglization of services within the privete sector; and

gistenct tu Site 10 rurel LrueS woucrd The ocl.jective cf
nerating snpluyment.

La &<
e

{lucicatore of Lié @alent to wnicii ingé preposec activity wuvlc
contrivute towaru meeting project ovjectives incluce focus on the
intendes project teneficieries ano extent &1 private secwer
nvelvenent., )

2, larity cf vescription of the prupesec activivy, inclucing a well
wofinec statoment ¢f thie necd Tor the activity.

4. Resscrablnsss of cost ana ccceptelle or cconomic rite of rewurn,

4. Frciect sustuinability, feclucing technical, socie), financial anc
mLnagerial roesitiliny.

S.ove)] wESines, sount evaluaticn anc peonitoring netnccclogy.


http:contiLiiu.te
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Sugoestied Proposal Clonients

The folloving represent, in cutline form, suggested elewents of an
activity propesal, wunich would enaple AID to eveluete propcsals properly
in accoryance with the alove criteric:

10

II.

A.

Lescription

Detailed cescription of the otjectives, guals, purposes of the
activity, including a well dofined statement of thne procles to
Le resclved or tacklec.

Specific Luuget ureckaown and cetail of inputs over tiwme.
Expecteu project cutputs, including projected timing and
gquantitvies, ‘

implemcntation Flan: precisely whe coes what, when? Following
uetails should be included:

1. Description of private scctor irvolvement in plenning,
implementation ana financial comnitment,

2. Description of GCP invoivement,

Expectea impact. (This snould include a cescription of the
beneticiaries--whic, nhow cany--sipce targetting of iniended
project beneficiaries is of prime importance.)

. lmpact on asscciatien developrent,

. lnpact ¢n emplovment- to the extent that this can be shown,
. Impact en EOP egencies,

. Impact cn entrepreneur,

Lo (O DD -t

Enalysis sheuld focus on ststatnability, cost effectiveness and

neea, and siiculc providge justitication on following greunas:

Fl

Conforuarce to preject ahbjectives
Ecoriomic sounaness
Sccial sounaness

AGuinistretive or managerial soundness {include whether the
activitv is feasible given actual staffing levels, etc.)

Finoncis&l scuncness

Teclnicul scunduess

I_O[’


http:scunics.ss

111. Evaluation end Fonitoring

A. Description of mcthcuology which will be employec tu moniTor
and evaluate the activity. This sheuld incluce the following:

1. Hew will baseline data be cbtauinea?

2. Schecule of ascessnents.,

3. Description ¢f means by which these 25S2SSREATS will be
carried cut. ' '

4. what are the indicators of progress which will be examined?

5. pescrite monivoring and control systen, including
documentation arrangement.

As you stggested in the August SMED review recting, a useful supplement
to the above fnformaticn would be 2 cempleted logical framework for each
propusal, This would help gemonstrate the 1intages to project objectives
and evaluation indicators es well as show some analysis neecs.

e nope that the atove would serve as a useful aide in the tormuletion of
activity proposals. Snould you have adaitional questions, pleese do not
hesitate to call me or kike Hauben.

Sincerely,
GRiGIMAL SIGNEB
John A. Tennant

Chief, Office of
‘Capital Developmett

Cleerarices:

0CD:KEBrown -~ (draft) cc: Romeo A, Reyes
(¢CDh:ARosete (artat) External Assistance Staff
P0:RRlioca (draft) NEDA

QUL /PE :PDavis (uraft)

.cc:- OCD, OD, PO, AID/V-6 .,W,]L' 5//}0/W
0D/PE, CeR

L
occzﬁEﬁEGEEETTEE”
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APFENDIX NO.

NUMBER OF SUBPROJECTS,

Nat Released
Releaced in

Releaszed in
four months

Released in
ten monthe

Releaced in

ten monthe

TOTAL

Saurce:

S

cne month

two to

five to

Qverpr

FLQW QOF PROJECT FUNDS

CLASSIFIED BY MNUMBER OF MOMTHS
BETWEEN MEMORAMDUM QF AGREEMENT AND RELEASE OF FUNDZ

_.......—._...__.___—-_———__._—-.___..__——..._._—.__._.._._...—.__-._—-_.-_—___-.

13V] w -

™)
o)

SMED Administrative Office

Supplied with Kind assistance of Mel

W

49

Fernandez.

—— - — " o ——

18

19

ia

12

43
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REGIOMAL DISTRIBUTION OF EXIZTING LOCAL CHAMEERS OF
COMMERCE AND INMDUSTRY, FCCI Dirsctory of PCCI, 173&

1, Identified Exizting Local CCI Per Region,

FEGI QN 17383 “ OF TaTaL
MCR 1é : 12.3%
[ : & : 7.44a
11 ? : 11.12
[1] & : 7.40
| : 1S : 18.352
¥ 7 11,12
U1 3 .79
VI : 3 : 3.78
VIT] 2 H 2.47
I 3 : 3.7
P 4 : 4,74
X1 ) : 4.,?4
K11 : 7 : e.44
TOT &L al 1apx
Source PCCI, survey conducted by Metro Manila Office,
z SMED Regionsz Contribwtion
REGI QM 1984 : < UF TaTal
I : & ': 17.¢44
Il 7 : 26,47
¥ ¢ : 28.47
V1 3 : 8.32
X11 : 7 : 28,358
TQOTAL : 24 188X
3 EMED Regicns Us. Rest
:  Memberchip :
REGION ! ATfiliatesNon A
SMED H 24 : 42%
REST P 47 ¢ 584
TOTAL : el 188

.——-—.——...—_.—_.—..._.—_....____._._.._...___._.__._—.....___—.._—._..-..__.—_._._.__._..



SMED Reaione Vs, Rest

...——.-———__-—-.....___—_—.—_.-.-.———_—-—_-__..._—_———-—..—__.._.——.—..—_

REGICN 1782 : 1984 : 1984
MCR : S : 8 : 18

)¢ : 2 : 2 : S

11 : g : 9 : 3
111 | : | : 2
I 2 : 3 4

Vv 1 : | : 8

VI 1 : 1 : 2
VIl : 1 : 2 : z
VIl : z : 2 : 2
IX : 1 3 1 : 1

X : ) : g : 2

X1 ] g : 1
XI1 1 1 : S
TOTAL 18 : z232 : 48

—_....—.....-—-......_._._...__..._—_...._.....—........—..__..._-.—___.__-___.._-._-_

-.—__—_.__--..___._—___—..._.___.-.——-__..—_____————_———_—.————

REGION : 1982 : 19284 1734

I : 2 : 2 : ]

Il : a : 0 : ]

U 1 : 1 : g

VI 1 : 1 : 2

XI1 : 1 : 1 : )
TOTa L : 3 3 z24

. .-.__—._—__—....._—.__.__..__.__...—————.——..——-———_———_——._—.-—.—._———

SMED Region Us. A1l Regions. PCCI Affilijates

-.._-___._...._-_.-._.___._____..____—_..-—..__-—____-———__—._——_—_—_.—

1982 / 1984 41 1988 1 u
SMED Regions: S 1 23 : S 22 : 24 S8
Rest : 12 72 18 : 7§ . 4 Sa

——-._—.....__....._-__._._......_.._-.—._-—_—........——._—.—-——_—-—-._.____-__—__-..

.———...—.._.._-.__-_...___..__-_————_._.—___—_.__—._-._._—...__—___-———



Y]

N
-

1985 PCCl Affiliate Ve. Identi

NCR 14

I é

11 ? :

111 4 :

IV 15 :

v ? :

U1 3 H

UIl . & :

VIT] 2 :

IX 3 :

X o 4 :

X1 4 :
XL 7
TOTAL g1

fied Local CCle. &) Regione,

__...__...._._...._.—_.._.__....___—_.—____..__

la : -
S : 1
2 : &
2 : 4
4 : 11
3 : 1
2 : 1
2 : 1
2 : -
1 : 2
2 : z
1 : 3
& i
4g : 33

I é
IT 4
U 7
vl . 3
X1l 7
TCTAL 34
1938 Tota) PCCI Affiliatss Ve,
FCC1 :
REGION AFFILIATES CCls
SMED 29 34
Rest 24 47
TOTaL 4& &l

] : 1
3 : )
3 : 1
2 1
& 1
249 : 14
CCle
: NON-
MEMBERS -
18 36
2z 7@
: a2z 1ea

_——_......_-._____.._.__......____————.__.._—._—_..._..-._..-..._.._..____......_.___._-..._-——-——_
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Chapter Members

CFIF MEMBERSHIF L1ST

> o - ——— ar— t——— — p— — — —t— ——" t—

hio

—_—_—___..-___._.__.—..__..._-——_.q-—_—_.———_....-__—..___._.—.-—-_.

_—.—.—_.__—._—_-...-.._—_.-....—_.—.___—._--—.___._......—__—._—_—-.-.

Cebtwy

Lavao

¢ Dagupan
! Isabela
Angelec
Legazpi

Cebu

Baguio
Dagupan
Isabela
Angeles
Legaspi
Ileilo
Mearos

Cebu
Tacloban
Zamboanga
Cagayan de Oro
Gen. Santos

__.__—__.-_.-_—_—_—_.—_._—..._._—_.._._-._.__....-__._._—.—_—.-—«---
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APPENDIX NO, 8

Section C -- étatement of Work
C.l1. Obiective

The basic objective of the evaluacion is to collect
information to be used by the Ministry of Trade and Industry
(MTI) and USAID to design Phase II of SMED and to design the
new Private Enterprise Promotion (PEP) project.

Background

a.

Overview of the Project

The Small and Medium .Enterprise Development (SMED) Project
is a $20 million effort: ?13.5 million AID Loan, $1.5 '
million AID Grant, and $5 million Government of the

Pnilippines contribution. Project implementation actually
bedan June 1984, upon the meeting of Conditions Precedent.

The project is phased. Phase I encompasses the period
1984-86; Phase II, 1986, to the 31 December 1989 PACD.
During Phase I, the project has been primarily operating
in 5 regions: I (Northwestern Luzon, i.e., Ilocos and
environs), II (Cagayan Valley, Northeastern Luzon), v
(Bicol, Southeastern Luzon), VI (Western Visayas), and XII
(Central Mindanao). Twd industries have been targetted
for assistance, wood furaiture and gifts and housewares
(essentially, handicrafts). The project is using the
rolling design concept, in which the detailed design of
activities to be undertaken is developed as part of
project implementation. Hence, Phase I1I activities have
not yet been fully defined.

Project Components

SMED has three components: Insticutional Development;
Micro-Enterprise Development; and Employment and
Enterprise Policy Research Component. The last two
components each account for 8% of total project cost; the
Institutional Development component accounts for B84%.

It should be noted that the economic difficulties the
Philippines are experiencing had not yet come into play

\p



auring project design. Design assumed a ready
availability of financing for business activity. This
became problematic, however, as interest rates rose to
very high levels. Also, Government budgetary constraints
have inhibited drawdown of loan funas, with the result
that demonstration activities developed have been small,
low-~-cost activities,

1, 1Institutional Development Component

The project seeks to increase productive non-farm
employment opportunities by stimulating the
establishment and growth of small .and medium
enterprises outsides Metro Manila. The strategy
employed involves strengthening the capability of
national (e.q., Philippine Chamber of Commerce and
Industry - PCCI) regional and sectoral private sector
trade and industry associations to provide directly,
or serve as conduikts for services to their member
firms. Industries which heavily use indigenous raw
materials have pbeen targyetted. The associations are
represented together with the Ministry of Trade and
Industry in a Management Implementation Secretariat
{MI15).

The approach has been to address production as well as
marketing constraints, through training and technical
assistance on the production side, and by supporting
design improvement, exhibits and trade fairs in regard
to marketing. At the same time, strengthening of the
associations themselves has been fostered.

In fifteen months of implementation, considerable
organizational work has been accomplished. A number
of inactive industry associations have resumed
functioning; small, weak associations have been
consolidated to form regional associations; and
selected national level associations have pursued
chapter formation in rural areas. Practical
activities undertaken by the associations with project
support have included training, technical assistance
in product development, and estaplishment of buyers'
Centers and other marketing assistance.

Following are examples of such demonstration
activities: Small business institutes, collaborative
endeavors of regional chambers of commerce and
industry and local universities, are functioning 1in
each of the targetted regions, offering management
training. Regional Buyers' Centers have been
established, as have federations of associations. The

AV



Philippine Chamber of Commerce and Industry {(PCCI),
the umbrella trade and industry association, is being
assisted in the establishment of regional data banks
of trade opportunities information for entrepreneurs
(Business Information Centers). The Chamber of
Furniture Industries of the Philippines is undertaking
8 needs analysis of the furniture sector. The
Philippine Chamber of Handicrafct Industries is
currently developing a proposal for a study of
availability of raw materials and for assistance in
chapter development.

By the end of the project it is expected that:

(1) Selected associations will be strengthened so that
they will have the capacity to directly provide and
act as conduits for the provision of more and improved
extension and demonstration activities to SMEs, -
complimentary to Government efforts; (2) MTI will
have improved its capacity to assist private sector
SMEs at the ‘industry level; and (3) PCCI and industry
and service associations will be able to represent
SMEs 1in national and industry level policy dialogues
with the public sector.

Micro-Enterorise Development Component

This component is intended to develop increased
capacity in private voluntary organizations to assist
micro-enterprises located outside Metro Hanila through
credit programs, marketing assistance and management
training. A contractor has been selected to design a
lending program for micro-enterprises.

By the end of the project it is expected that: (1)
PVOs capable of assisting micro-enterprises with
credit, marketing and management training programs
will be active outside Metro Manila; (2) Training
programs will be developed to upgrade basic management
skills for micro-enterprises; (3) Sustainable credit
programs will be established for micro-enterprises;
and (4) Means of providing relevant marketing
assistance for micro-enterprises will be developed,

Employment and Enterprise Policy Research Component

The objective of this component is to develop a
capacity to obtain better informacion in SMEs and to
facilitate effective policy dialogue between the
public and private sector about issues wnich affect
SME growth and productivity, A study is underway



4
which may vield recommendations to broaden the
geographic and industrial sector focus of the
project. The Asian Institute of Management (AIM) has
been contracted to provide trairing to GOP officials,

By the end of the project it 'is expected that: (1)
The GOP and private sector will have more effective
systems to gather accurate and relevant information on
SMEs and also the capacity to do better policy
analysis on the SME sector; (2) There will be an
ocngoing effective policy dialogue between the private
and public sectors regarding government policies and
programs affecting SMEs; and (3) The public and
private sectors will have a better understanding of
the factors that affect growth and productivity of
SMEs.

Technical Directions

Performance of the work hereinunder shall be subject to the
technical directions of the Cognizant A.I.D. Technical Qfficer
(CTO) indicated on the cover page. As used herein, ®*Technical
Directions" are directions to the Contractor which fill in
details, suggest possible lines of inquiry, or, otherwise
complete the statement of work. *Technical Directions” must
be within the terms of this contract and shall not change or
modify the terms in any way. :

Statement of Work

The evaluation team shall address the critical evaluation
questions indicated below, draw conclusions from the findings,
and make recommendations. The evaluation team shall evaluate
the three project components, although the major portion of
the team's time will be allocated to the largest,
institutional development component. Results shall be
synthesized so that the report also presents general
conclusions about overall project progress,

The evaluation shall examine whether project design changes
are necessary and offer gquidance for achieving project
objectives. The evaluation team shall .examine the original
assumptions underlying the projecc and comment upon their
validity. A section will be devoted to the lessons learned
during project implementation. In addition, the evaluation
shall examine the delivery of project inputs, the realization
of project outputs 2nd the achievement of objectives,



Based on implementation progress to date, what is the
expected jmpact of SMED upon ‘completion of project
assistance? How will women benefit?

a. What have project associations accomplished to
date? Have memberships increased? [s service
provision to members improved? Are demonstration
projects successful?

b. What project activities are likely to-have the
biggest impact on policy? What can be done to
accelerate and improve this impact? Have research
contract terms of reference been clearly outlined,
contracts adequately funded and supervised? Have
methodologies to arrive at a research agenda baen
adequate? Bave research reports been
satisfactory? How were finding used?

What has been learned from SMED that can be applied
successfully to other GOP and AID interventions
designed to stimulate private sector development?

a, What approaches appear to show promise? What
approaches have been tried that clearly do not
work?

b. What has been learned about SME reactions to GOP
initiatives?

Recommendations

The evaluation team shall make recommendations concerning:

l.

2 »

Advisability of continuing Phase I of the project,
initiating Phase II, and starting the new PEP Project.

Ways to improve the prcsent approach and systems,
Possible approaches to be undertaken in Phase II
including opportunities for sectoral and geographic

expansion, '

Possible approaches to be undertaken in a follow-on
project.

Appropriate methodology for quantitetive measucrement
of project impacts in the future. '



6.

Future AID efforts to stimulate private sector
development, to implement ®"rolling design® projects,
and to evaluate project assistance,.

Methodology

a, Timing

L.

The AID/W member of the team shall spend 2 to 3 days
in AID/W reviewing project documentation and
discussing evaluation concerns and methodology with
relevant offices in AID/W and ANE: PRE, ANE/DP,
ANE/PD, desk, etc... The main contact in AID/W will
be ANE/PD.

The team is expected to spend about 5 weeks in the
Philippines, including an initial week and a final ten
days in Manila. About 3 weeks are expected Lo be
spent in the regions.

b. Basic Information Collection Technigues

1.

Review of Documents

The team shall review all relevant project and
background documents. These documents will be
provided jointly by AID/W, USAID and MTI.

Interviews

The team shall interview MTL, including the MTI/Bureau
of Small and Medium Industry's Small Business
Assistance Centers (SBACsS) in the SMED regions, AID/W,
USAID, trade and industry Associations, PVOs,
tesearchers, SM3s. The evaluation team shall
interview assocTations in each region as well as
national associations that have been assisted by the
SMED project. Non-members as well as members should
be interviewed to determine the effectiveness of these
associarions. ‘Some proxy measurements of growth and
enhanced capacity of associations which the ceam shall
use as indicators are included in Annex A.

.The evaluation team shall conduct a guick survey of
assisted enterprises in each region to get a sense of
the effect of the project on assisted enterprises and
their communities. Information on the effect of
associations on SMEs should be collected through
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lnterviews with association staff members and SHEs.
Non-assisted enterprises, to the extent that they are
similar to those that were assisted, should also be
interviewed and would serve as a control group so that
the effect of non-project factors may be known,

The focus of interviews with assisted SMEs should be
on the nature of assistance provided through the SMED
project, additional resources that might be secured
from the project (lcans, equity investment) and
finally an assessment of the effect of this
assistance. The resulting finadings are expected to
constitute an assessment of the effect of the
assistance on associations and their membership.,

3. Field Observations

The team shall make field observations of
Associations, SMEs, and PVOs assisting
micro-enterprises,

Team Composition

The evaluation team shall be composed of:

1,

[\)
s

A U.S. Consultant team leader experienced in managiuc and
conducting evaluations of micro, small and medium
enterprise development projects with an economic/financial
background, who will be responsible for the evaluation
report, and who will be provided under a contract with a
consulting firm;

A local individual consultant with experience in
evaluating small and medium enterprise development
projects and intimate knowledge of small and medium
enterprise issues in the Philippines, who will be hired by
the contracted firm; '

A locally hired secretary;

A research assistant, also to be hired by the contracted
firm; and

An AID otficer from AID/Washington, who will participate
as a team mempber wWith the contract personnel.
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Reporting Reguirements

1.

Draft Report

One week prior to departing from the Philippines, the
contractor will present a draft report of findings for
review by Mission/MTI and the Management Implemenrntation
Secrecariat (MIS), and discuss the report with these
groups. These groups will provide comments on the report
within four calendar days. During the last two days, the
contractor will incorporate feedback derived from the
review 1nto the report.

Final Report

Prior to leaving the country, the team will complete g
final report incorporating feedback from the ceviewers,
and submit two copies to MTI and two copies to AID. The
final report will follow the format in Annex D, Reporting
Requirements, and will include an Executive Summary
following the outline provided in Annex E.



AFPENDIX MO, @
METHODOLOGY AND.INTERUIEN GUIDE

The methodolagy for the political and econemic context
invalved review of relewant documents and the compilation of time
series data for the years 19&2 through 17835, the period of
project dezian and impiementation to date.

In comjunction with extensive interviewing, the evaluation
team reviewsed MTI, USAID, Industry Szcociation and other relsvant
project-related dozumentz. Structured interviews were
conductedwi th &4lb- Washingtan staff, USAIDAFhilippines stafs,
MTI‘2 Manila-based and regional staff, industry and trade

ssaciations, private voaluntary aorganizaticons, appropriate
informants Knowledgeable of the project, as well as the managers
S ewed.)

of SMEs, “See Ligt of Perzans Int 2roy

r

An interview guide was developed to zerwve as g basrs for
interviewsz with provincial and naticnal chambers, sociations
and private valuntary oroanizaticns. Ths guide was the baszsis
for gxthering informaticon on number of indicators, such as
growtn in memberzhip over time s humber of demonstration projects:
nature, quantity, zppropriatenses and cozt of cervices to SMEs

i

(ll
Qv
Wwon

B (I 1)

4

Uxlng

percentage of member/non-members partic ipating; changes inm =kKill
Tevel of statf; financial conmtributicn of association to EMED
activity., (Sze Appendix Mo. ?.)

Chambers, azscciaticns and FUOS in =ach egion, including

iven time and
¥ with regard
2gions,

a r c
both members and non-membersz, were interviswed, Gi
human recource constraints, data was proce: d ol
o the industry chambers located in the r r

2 uty
evant

The draft document was rewizwed by the Ministry, by the
Executive Committes of SMED and by USAID Mariia.
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Addres: Ferson Interviwed ____ —_
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ation __
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SFPENMDIN MO, 1@

MT1 CCPMENTS DN THE SMED EVALUATION REPORT
Julw 22, 19584

Py

SMED basically zgrzes with the findings
the report, Howswer, we would bikKe tm cffer

nd conclusicone of
I 1
number of implementat;an issuec az fol)owe:

tarificaticons on &

(g}

&) It should be noted that the Ministry as well ae the SHMED
crganizational framewor¥ are undergoing Pestructuring.
Hence, some .0of the recommendations on orQanizational issues
mey no longer be relevant.

bl “Tack of an integrated progeam" s SMED beliewves that the

ltarge number of projects initiated i< not indicative af =z
lTack of an integrated pro saram nor a lack of cvaluaticn
Capabaility, In the szcond vyear of imolementation (early
LPE3 SMED imtegrated all the “zmall" projects into a few
dietinct, bzzic programe. Theze programs were based on
needs of the SME szctor, zlthough no formal ztudy was done
ta suppart this IntEchxlDﬁ.

o Why small amounts: Mozt projzctzs involved rezlatively vary
small amounts of money. The reascons for this arz the top
mdna4e ent decision not to allccate large amounts to

‘private sectaor” projects, and the szhortage of funds
allocated by the Ministr» =f Budags=st.,

d> Why & separats office: The decision to gstablish & separate
office is part of the SMED project desiagn, as spelled cut in
the praoject paper. The SMED project office in fact
tunctioned az tne Mamagement Implemﬂnfataon Secretariat.,

&) MEDC: From the cutset of SMED implementation, MTI had
doubts as to the feasibility of & micro lending program,

given the small amount of funds allocated to it, Hence, the
decision was taken to ac into lncflfutlnnal deveiapment for
FUls., This, however, waz not fully conceptual ized becauss

of perscnnel-rslzted problems.

t Wby anly five regicons: e would like ta Fut on record that
wWe requested A10 to esxpand SMED coverage to include other
growth arsas such as Fegions YIT, IV and I11.



w
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Fid

i)

Gerneral Contrazctor: The decicion not to hire a g
contractor as conceived in the praoject paper was
management decicicon., A revized scope of work for
cantractors waz submitted in the latter part of
with a more technical thrust znd at « reduced !
effart,

TZlow disburzement of funds &% could be =een from the
number of project proposal

the SMED-ZC, the maljor bottlensck was not a lack of
subproject lideas, but & result of government disburszmsnt

procedures which inhibited rapid releace of funds.

A balance wazs zttempted in the implementation given the
ariginal "rolling" desiagn of the project, the lack of the
. required government fund:, the amount of money available,
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